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FOREWORD 

TW Cf doubt there will be an increasing number of those persons, 

^ ^ whodevelopgreat wisdomaftcrtheevent,\\^owilltellusnot 
only that^hey expected a great European war in which Germany 
would be opposed to us but that they ^predicted the outbreak^ 
in the summer of 1914. ^ There may be a great satisfaction in 
pauh-post-fi^iirum vaticinations, but the majority of*us will fie 
candid enqji^h to admi^ tha^ hostilities were unexpected, and 
the outbi^ak found the nation very gravely unprepared. It 
would be wise that peace* should not* find us unready 
and the following pa*ges constitute* an attenf^t to state some of 
the problems which will then confront us. ^ ^ ^ ^ 

Warmly as the coming of a satisfying peace wilf be welcomec?, 
it must be admitted that it is difficult to picture the social and 
industrial conditio^s*which must then be; dealt with.* “War,” ^s 
Burke%aid, “^ver leaves wh^e it fotmd a nation.” Ve^y i^iaAy 
phenomena will be greatly changed, ^nd the framing of detailed 
forecasts is likely to result in disappointment. But it seems 
possible that something may be accomplished in apjilying 
^ general principles based upon the teaching o} E(!onomics. or on 
the exgAiebce of somewhat similar coni^itions in the past, or, 
?igain, upon known disfipsitions of human nature.^ Coftclusio^ 
of ibis character will not, aSd Tanifot, predict details* but they 
pfesept an outline of the^enbrarappoarance’Vh^h econ^ic 
.life ma)^ assu]jn(l)% aftd it will be at least lof some to have 
anjndication of the course wfiicli progress may exp/Seted to 
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take, even though we cannot tell all the particular diversiojgis 
that may be encoifntered* ^ 

When the enquiry is stated in this way, there is k difficulty 
at the start. In so far as reliance must be placed upon previous 
economic analysis, how far does it apply during a state of war? 

r 

« Is a study of thCrEconomics of War a possibility? If so, ^h^t 
is to be said of patriotism, and is it "possible that the two i^as 
should be reconciled or is any reconciliation required ? ' 

The making of arrangements of several kinds ''for the 
duration of the war," suggests the conception of the period of 
hostilities as a species /if economic dies non, and one wonders 
if this, view is valid. Again, there is the restriction of individual 
ffeedom both by military service and by very many emergency 
measures, and the problem sugg<ii6ts tiself as to, what will be 
the relation of the State to economic activities after the war. 

« c 

"V^iir vested interests^ in ♦'State-control of industry survive the 
war? < f ( ’ 

t 

Then, ^s a special branch of these questions, there will be 
the position o^ overseas trade-— will it be missionary or militant? 
The prominence of the submarine and likt“wise of air-craft may 
ej^^ert an influence upon^ttie communication^., pf Grater Britain. 
Defekce''may assume new ‘forms, ^and will it be that thtT'foint- 
effect of the embers of national animosity artd the frustrating 
of the ^^o-called Germa,p peaceful penetration may introduce 
a nei^ arrangement of trade* within Greater Britain and with 
Allied mations ? 

\ c* * c 

Whether we will qj' no, forecast^ of the future fi^ust be 
Jnlned. • But lutherj;o this has been at*tempted in d^ail and*^ 
purely empirically. Is it not posj^blcfto formulate the cl^ef 
conditions w^’Gi effect the^acfilt}j /or anticipating tf^e f/ituse, 
so as to have tsome me^ns of correctin^g errors yffii/:h may be ex- 

^ t * * 

pected lip ari{^ from the abnormal circumstances ? For instanpe, 
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Qiay not the possible optimism of the first months of peace 
involve some risk of a crisis; or again, if that be avoided, may 
not there’be a later danger-point when revived commerce and 
industry miglU be pulletj up sharply by a scarcity of capital? 

Some light on the last question may be obtained from con- 
sidyation of the psychological basis of saving. This'; together 
with the chances of war, has revolutionised many standards of 
livfhg. Such standards, again, are largely influenced by habit, 
and this suggests the further problem whether* it may possibly 
happen tliat standards of life may be constituted on a propor- 
tionately lower scale, leaving a large»» margin for peace-time^ 
savings than jn the past. , 

Finally, owhat is to be the future arrangement o? industry? 
“Organisation" seems i*o hajb'e become a Term which is supposed 
to supply an answer; but that can scarcely be, when it is 
commonly used in different meanings. Is it possible that the 
influence of Evolutionary'’ theory may Tiavc disguised the 
fundamental facts? May it not be that what ha^ been con- 
sidered a process is in reality a problem — namely how to unite 
in any act of PradifCtion t{ie various factors (both human and 
inanimate) ^witlif^ the least resistanch,? Will thehe be St;fte- 
int^ention in this, and w llit hegl or hinder? Should ?t take 

place, would it impair initiative? j 

** 

These problems have many ^ffiqities, and they meet and 
interlace at many points. •Thts fact, as well as the fprm of 
lectures into which the attempted^ solutiqns have Ipeen cast, 
will ^^lain the reasons^hy the same tppic is treated in d?fferent 
placesr-usually because the aspect is somewhat different fi^ra 
tjiat previously discu^secf. *But*when the word '‘solutions" 
used,<,it is not to be uncjersfooif ip the s^n?^^a pronjjse to 
solve yiese ajichottier problems whioh hflve presei?^^ themselves. 
Jt ts easy to dogmatise about tlie future ; it is to trace 
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continuity wlien there has been a great upheaval such a*s that 
at present Between the present time and the period at which 
the economic life will have become normal again, some, and it 
may be many, causes will come interaction, tl^ existence of 
which at present can be little more than guessed at. In such 
pases prediction may show more bSldness than discretion. But 

f • • • 

that does not mean that the attempt to provide for the future 
is to be abandone(f as a hopeless labour. Rather ^onffething 
may be accomplished, if, as a result of careful analysis, a way is 
discovered of re-stating a troublesome problem in a j^^rm that 
makes it more manageable. This, it is true, is not a solution, 
but it may be a very considerable step forward towards the 

f 

solution. 

W. R. S. 

^ A^ril, 1917. 
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FOREWORD . 

I. THE ECONOMIC MAN AND A WORLD AT WAR. 

Current opinion sinct the outbreak of war often speaks, of the 
“ violation of economic laws the opposifcon betw een the conceptions 
of the "economic man^' and of "economic chivalry" : the ultimate 
unity of patriotic and economic motives during war time hmftations 
and ex^^nsions of the liberty of the individual during hostilitieJ 
the State becomes th| temporary trustee jaf the freedom of»action 
which*tl«e citizen rchnquisfies for the time • therefore it is desirable 
that^no sound part of the organisation of peace time shoijld be 
scrapped, whife, converse!^, the upli^aval of war affords oppor- 
tunities of removing functions of the industrial and social organism 
which had survived thei^ period of usefulness : industry of the 
new peace will be less sordid ari^ more efficient : the probable 
increase of invention and other improvements’ thCjCKpe^ence of 
this after the Napoleonic wars: the fullest fruif* of peace wiM 
only be obtained through the rev^'ifying of the nation in greater 
harmony at hf)me*and an^):ty amongst the nations . 

II. "FOR THE f)URATION,OF THE WARo" 

* limergency measures presufipose a static conception of indust/y : 
the arresting of some social function does not mean that it can be 
isolated so as to resume its previous activjty when thq war has 
ended; duiing the period of susyensu^ the process of adaptation 
to environment continues, g.nd*K is not improbable that the sus- 
pended function will be released m circumstances which ''will be 
greatly changed : the magnitude of Jiostilitiss is some njeysure of 
th^ diversion of labour which has been necessary — AdaAi Sm)th on 
ttie proportion of the fnpulation which can be supported as soldiers, 
Cqjeridge on overseas commerce in time ^f war : tBe mode afitj j 
some of the conseque^ceslbf ^ransJj^r of labour^incd^iQi:^ : mobilisa- 
tion of industry intended to be for the duration of the wap; how 
far the expenence of previoi/l wfrs is, valujib^P^^he scope and 
limitations^ ftf the historical method* the verdict ^of lustoriaiffs of 
tli^ futuift ^ file exlfnt of volunfary^effort since^5i4? Mazzini 
on national regeneration through sacrifice, comfi^lsio^ and the 
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range of State activity after the war — J. S. Mill’s prophecy*: effect 
of *ationaI animosity upon trade after the war: German peaceful 
penetration : ^\^r econSmIfcs dominated by the short period, post- 
bellum economics by the long period: economic collaboration of 
Great Britain with the Dominions and^ the Allies: the “golden 
dream" of Adam Smith: its economic and ppUtical aspects — 
Jevaas on the function of the statesman . . . . p. 21 

COWMUNIQ^TIONS OF A VlARITIl^E STATE. 

Kant's prophecy that barbarous methods of warfare would result 
in a war of ex^termi nation : German submarine methods ^and the 
“custom of the sea": losses of shipping in war: the experfence 
of the Nap^ileonic wars: Great Britain lost from 1803 to 1814 at 
least 40 per cent, of her shipping and the position was only saved 
by new construction : the experience of the present jl^ves rise to 
serious considerations regarding the future : the essential differences 
between the maritiftie and the land ^State : the protection of the 
pcean routes connecting the parts of Greater Britain is a vital 
protyem : the view of Adam Smith : the development of inter- 
Imperial communication: the nationality and status of seamen 
in British ships: ‘one of Germa^ny’s greatest errors Jias been the 
violation of the “custom of the sea": great searnen on the high 
purpose of their calling — Camo^ns, Sir Wal<-er Raleigh, Nelson’s 
admirals : future prob'ems of the defence of communications : the 
extension of warfare to a t]iird dimension the relative advantages 
and disadvantages of oci^an routes and land routes in the future: 
the problem of inter-Impenal communication, which, in piincipje, 
cOiifoVms to the conditions of a coasting trade : the ideal of 
maximurii liberty in relation to adequate security . . p. 41 

rH‘E SURPRISES OF PEACE. 

The surprisoj of waf and of in/lustry durinf^ war * the faculty of 
anticipating the future', difficulty m forming forecasts war : 
the effect of, a sudden declaration of hostilities — -Sii F Baring on 
the outbreak of war iif 1793: during the first two years of the 
present war forecasts pay be described as having been “ sub-normal " : 
the exceptional difficulties .rf anticipating the state of commerce 
and industry during the early years of peace — Dr Venn on the 
fhaotic bciJsis of conviction forecasts, however, were being made 
in ^916: the'-danger oi a rebound from comparativq^.pessimism to 
undue optimism : the danger of aj^nlying old principfe.s (which 
may Ivave iSecome little more than catchcvords) to new conditions >■ 
the o^po^Ae cyil of regarding post-war ‘conditions as di voiced from 
those of the previous peai^ : tlic needS;o recognise both continyty 
ei^omena • icim^terial ^conditions are relatively more 
Ran m&teival ones: the awakening, of the katuSn ffbm 
th(e c^mfiarative letJiargy of the iLtter pu,rt<*dC the nineteenth 
ceptury ; ^ Emerson’s view ofHhe^reserve of strength in the English 


and new^*^ 
predicrame t 
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Iharacter : the ettect of the aroused national spun, uu inventfon : 
the reaction of the quickened national apprehension in the making 
of too many changes • the risks (H i^mmerc^ disorganisation after 
peaqp : two possible danger-points which might result in crises 
followed by long-cc^itiriued depression : the possibility of protracted 
labour dilutes: the hope that there may be not only political 
peace but also labour-peace P-59 


V'. HAVING AND THE STANDARD OF LfFE. 

During war the State may demand the wcaltii as well as the services 
o’f its subjects' the reason it borrows a part of the sums lequircd 
for war-expenclitiife ' sales of investments abroad . the danger of 
the latter, the conduct of war demands ccon<?my: this may be * 
enfc^ced by taxation or be voluntary when the resources saved 
arc lent to the Govefnment: the conditions and etfects of saving: 
by the force of habit systems of desires^iad become fixed and rigid, ^ 
so that there were large parts of personal expenditure determined 
’ by a conventional standard . the needs of the time an(^ the* general 
upheawal of war have tended to cause a breaking up of the former 
systems of desire, t^ie revolution in stai^dards of living: i« so far 
as ccon<finy has been adored, voluntarily or enforced, new habits 
of expenditure are being formed, and these may tend to persist: 
the need for greater saving, even whe^ the war is ended, m (^ei»to 
hasten^industiial recuperation by providing the necessary capital 

p. 8i 


vn. ORGANISATION RE ORIENTATED 

. f uture generations of economists will no doubt criticise the analysiss 
and theories of the present day, \s it is necessary for present-day 
writers to do*witfi those #1 the past : the implications qf termino- 
logies. the c^iA'cption of organisation: changes m the nan^mg 
of industrial phenomena : •the eEmeSt of metaphor dnd ^theory 
mvolvcd in the idea of the industrial organism : the influence of 
Evolution- oiganislng of imliistiy and also of labour: organising 
>of other factors of Production, the State and industry r^mdustriai 
organisation first a Productive tate^^y, possibly tending now to 
be rather a Distributive oije : •mternal resistance in the industrial 
organism : industry conceived apart from the biological implications 
of Evolution: the framing of a sch^ue o'f I^oduction: ^hi incora- 
plgte •o-opcration of the human agents m Production t thq^uture 
^fluence of the m relation to mdividi^al initiative : the 

psychological aspect of the relation of yidividuals "to the Sta%e# 
Industry to be conc^veif Iqjis as ^n evolutionary f)roc#ss than al a 
problem, namely the attaining of a harmonious relation bet\*een the 
^human agents concerned in •eacit ind^vidu^ ' Production: 

the*larger^rt of the mactical stcps% the future will be the #cog- 
miion of«th^problem as to^lie need*for a less imperfjjp^co'operation 
of the various factors of Production . . . P 99 
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THE* ECONOMIC MAN AND 
A \V0RLD at ‘WAR 



He was a man 

Versed m the world as pilot m,his compass. 

The needle pointed ever to that interest 

Which was his lodestar. 

TJw Deceiver, A*Tragedy. 

Noble princes ana Knigiirs, ir is Kno'^n througliont the world how 
ye, &,bandonmg those delights which ye might have possessed m 
*your hands, have chosen rather to follow the honon^ble profession 
of afims, and encounter all dangers to g^in the praise of prowess and 
redress wrongs,... this indeed is to ^bur fair renown aSicf to the service 
of Almighty God, for in this have ye done tlpt for which ye were 
'bor succoring the opfircssed and beating down the evil-doers. 
But in this, what ^lould mo^t elate jiis is tluj defiance which we have 
thus given to two so high ^d pow'erful princes as are the Emperor 
of I^ome ^nd King Lisuartc, with whom, if they will not be bro*ight 
to rea<5on a^id justice, we must perforce have great debate and warfare. 
Noble sirs, what then have^e to expect? Ceites nothing but that 
defer.ding the right and reasonable cause ^iga^nst those who would 
^ suppoi*t iidustice, we sli^ill gain yet more yictories, such that the 
^vvh^le world sh^.ll ring ^Eerewith.^ o 

*AmadiSvof Gaul (Southey’s Vertidn). 
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THE ECONOJ^IIC MAN AND 

A WORLD AT WAR* 

« 

• 

Ministers in Parliament and writers in the Press have often, 
since the outbreak of war, alluded to the violatii)n of economic 
principles, ^ssuming that this has been one of the consequences 
of the existence of a slate^of hostilities. The Latin maxim inter 
arma Ic^es silent is applied to the suspension or abrogation of 
what was known formerly as economic law. But it^ miy be 
guessed that^here is involved here some confusion of ideas which 
are essentially^ different m th(^r nature. In so far as Pofitical 
Economy makes any claim to be considered to be a science,,!! is 
difficult to con'ceiv^ it as one*of an intermittent charactei^thft 
conclusions of which <^ly apply in time of pe^e. Indeed, if that 
were so, what are wc to say of the whole former subject-matter 
of fhe study during a period of hostilities? Has it disappeared, 
or has it so changed its form that ij^ has been subsumed under* 
some subordinate 4)ap<; of tj^e military art? After th^ long 
years of peace whicli^thi;^ country has'enjoyed, it a^fds to tl^e 
chaos ^if^ we must tTiink of ecofiomic activity as anarchicjf,, (y 
as existing only on sufferance tRreatened by a sword of Damocles 
suspended over it. The Defence of*the Realm Act and the 
almost innumerable administrative ms^sujes which haVe re- 
sulted from it, show that botlT the extent and the manner of 
^commercial and industrial activity ^ have ,undcrgon^ ^reat 
changes sinc^the summer of 1914, and in the making* of tfcese 
c|,ianges*principles, ^hijlf were formerly accepted, ^ave been^ 
avowedl/ disregarded. 

^hen this situation is egnsidered^a halt-formed imprelsion 
^begifis to smerge^ namely that tliere is fio little diiTerencefaf 
opinion as to if the rftituje of ec^no^nic inve^Vggtion and 
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its teaching. If we evoke from the past that enigmatic spirit 
— “the^ economic man'’ — he would no doubt have much to §ay 
of the present situation. If he be conceived solely as “a being 
who desires to possess wealth and as capable of judging of the 
comparative efficacy of means for obtaining that end," and if 
abstraction be made “of every other passion or motive except 
those \\ffiich may be regarded as perpetually antagonising prin- 
ciplesh" then the spirit in which wealth and larger things than 
wealth are being sacrificed must appear strange and anomalous. 
But “the economic man” proved tha Delphic oracle of tlie 
nineteenth cehtury whose sayings masked under a clear-cut 
precision many practical ambiguities. His person'^ility, under 
the guise of an abstpet simplicity, concealed almost baffling 
complexities. Nor has he been happy in some of his commen- 
,^ators, so that one is inclined to exclaim witli Dangle in The 
Critic, “Egad, I think the interpreter is the harder to be under- 
stood of the two.” It is needless to repeat the site^^rs of Carlyle 
and< Ruskin against a series of conceptions whiclf the latter 
held to be “ absolutely^’-incompetent or absolutely false‘s,” but 
the existence of a discrepancy in the point of view may be 
illustrated by two opposed quotations from two works wljich 
bear the^same title — Wealth and Welfare — and, by an even 
greater coincidence, from plages numbered alike in each of the 
two bqoks. The earlier volume- was writfen by Commander 
Hastings Berkley and<,was printed in 1887* He declares that 
Vfrdm the orthodox school there ^grows up in logical sequence, a 
system of Political Economy, which, but for the good sense and 
good ffeling of the generality of men, would issue in the most 
revolting applications^.* ’ ‘fhe second Wealth and Welfare is 
the Well-known treatise of Professor Pigou in which it is stated 
that^“<the purpf)se of economic investigation is not primarily 
scientific, if bv science we understand the single-eyef* search 
•after knocvledge for its own sake, it 'is rather practical and 

^ < I I * c 

^ Mill, Essays on Some Unsettled l^nncip^es of Political Economy, ^^844, 
P- 137 - ^ 

Kuskin, Munera Ffilvecis, 1886, p. xvm; Ttnii and Thde *by M ean 
and Tyne, 1871, pp. 176, 177. ^ 
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utijitanan^ " Certainly it would be a most jaundice^ critic 
who would apply the epithet “ revolting" to tl^ broad humanity 
of the later hook, and this shows us that there is a misconception 
which requires to be discussed, and, as a result of the discussion, 
perhaps removed. • • 

In order to secure a firm foundation for the treatment of 
Econqfnics and War, it is necessary first to clca> up the ? 0 EK:ep- 
tion of the "economic rnari*^' in this connection. Those who 
formed the celebrated abstraction were pertectly clear in their 
own minds that the alfstract conception was more than a 
starting-point. Thus J. S. Mill, while for purposes of study 
he concentrates attentioi> upon the desire of Wealth, points 
out at the same time that,social phenomena are interdependent 
and that "there; is, perhaps, no action of a man’s life in which 
he IS neither%under tlie immediate nor the remote influence of* 
any impuls^ but the d^ire of wealth^.’’ The other desires 
were treated, or to be treated, in separate branches of Social 
Science ; and it wafe only when the results of these had jjeen* 
brought into relation with those provided Vy Political Economy 
that the "economic m in" emerged fr/)m his isolated abstracted- 
ness and became a real human being. Much of th# ipiscon- 
ception has been due to the impatience with which some readers ' 
accepted the homo^ ec^nomictis as an actual typical ]^itish 
citizen, thus neglecting the synthesis* which is clgfriy con- 
ditioned by the pii^ious abslrjLction.^ Accordiflgly, to ‘charge 
the "economic man" with a rfeglect of morals is as much ou! 
of place as to blame a theory of ctess with failing to take 
account of the art of cooking^! in„^ther words we* are in 
fact trying to treat pure Economic? •as if they were both Applied 
and Social Economics'^. • 

It has Jbeiyi claimed for the “economic ma*n*' that *"116 ^^ras 
not selfilh^,” and he wa* certainly not a pacMist. Ricardo 
explicitly* takes account gf aijd approves a Vaj: wjjichjnvolved* 

, ^ i- J. mill, ^yv;>icrn of n 494'^ 

^ i’areto, Ma^ftel (^ttconoi^ie Politique, Paj^s, 1909, i iS 
^•Walfas, tlfUni^nts d’ J^conomie^Poliiiqiie Pure, 1874, pp.fjt, 33. 
^^^larshall, Present Position oj Economics, 1885, p. 28.** ^ 
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0 « 
some great national interest^," and Professor Edgewotth, 

when dealing with a siiSiilar abstraction, expressly states that 
the fundamental principle works under two aspeCcS—the one 
being a state of war and the other one'^of contract^. 

Thus: it follows that, even the severe and 'rigid conception 
of the " economic man " does not exclude his entering voluntarily 
intora state of war when his interests require it ; or it may perhaps 
be added, when those interests which he included in his own, 
or regarded as his own, demanded it. But the modern economist 
has supplemented the conception of tlie “economic man” by 
an explicit declaration of his relationship to the community of 
which he is a citizen, and this development has brought more 
nearly within the range of economics a definite recognition of 
social relationships. That attitude makes the, participation of 
^the man of affairs in a necessary war more cleac and not far 
froiti inevitable. A wide view, of the citizen’s real interest 
may show him that his continued free enjoyment of all that 
• he is menaced by external forces or tha'c those forces would 
impose intolerable o. nditions upon the exercise of his skill and 
labour. Therefore he must risk his life in order that he may 
thereby (^9 what he can to safeguard his whole future. And so 
in its ultimate issue an unavoidable war becomes the supreme 
spec^^,^3tion in which all that one has and Ijfe itself are staked. 
Nor is'tffi^ all. Present events give an unlooked-for definiteness 
to T' speech of lemarkabl^ insight made by JOr MarshalMn 1907. 
^n it he discussed economic chtValry, connecting it with that 
chivalry of qrms which ife described by its historian as ^having 
effecteS more than Itftere could accomplish in the ancient 
wor|,d; for it gave rise td^^tht personal merit which in the . 
knigjit, and m his successor, the gentleman of the present day,, 
chei'^kVihe pride of birth and the presumption* of^ wealths” 

1 “Essay on'^the Funding System” m (1^52), p 539 - • 

* “Economic Calcdius — Definitions— Th» first principle ofcEcononncs 
is that ev^y a’gent is actuated only by self Siterest. The workings this 
princ'iple may be viewed under two aspects, according as the agent acts 
wi^out, or* with, th^ coneen^ of others aFected by his actiqps. •Inwwide,-, 
senses, the firs^ species ofmet^pn may be celled ^tke second, contract.’*^ 
M athematiVch Psychics, 1881, pp. i;6, ly. 

8 CIg’rles l^iilJs, History of fhivalry, ii. p. 359. 
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Chivalty at its best inculcated the achievement of high empris*e, 
tlie scorning of accidental advantagjes, th(^ keeping flf faith, 
protection of the weak and humility. So Dr Marshall envisages 
a chivalry in business '^hich fosters public spirit and a delight 
in doing noble .and difficult things because they are noble and 
difficult. " It includes a scorn for cheap victories ancf a delight 
in succouring those who nee!! a helping hand. It cioes not 
disdain the gains to be w(^n on the way, but it has the fine 
pride of tVe warrior who esteems the spoi^ of a well-fought 
battle, or the prizes c.f a tournament, mainly for the sake of 
the achievements to which they testify, and on^ in the second 
degree foi»the value at which they are appraised in the money 
of the marketh" The inner importance* of success is that it is 
“good pYima facie evidence of leadership." “ Men of this class," 
Df Marshall continues, “live in constantly shifting vision^, 
fashioned by their own brains, of various routes leading ^o the 
desired en(J; the difficultit% which nature will oppose to them 
on each refute and pf the contrivances by which they hope to get 
the better of her opposition^." In thoiceaseless effort of iffan fo 
express himself and To realise himSelf he is !lware that the only 
wgy to make real and actual the thought which is conceived 
in his mind is to work it out as a fact in the worhJ of things.^ 
He imagines a solution for some problem that confronts him, 
but the proof thaf his solution is valid can be best g^fj^ied by 
actual trial, As i4 fias been said — “tfie will is^simpfly ^he m»n. 
Any^ic*t of will is the expressipn of the man as he at the timers. 
The motive issuing in his act, the (^bject of his will, the idea 
which* he sets himself to realise, are thj same thing indifferent 
words. ...In willing he carries ^wittiThiih, sff to speak, his whole 
bclf to tlie realisation of the given idea^." • 

War changes the circumstances -in a to^^gic manned-, but 
not th» ^fundamental cpriditions. The quality of leadersifip is 
clemonsjrated where tfte stakes are the gi^atest. Tihe sacrifioft 
oUtomfort and ease wiiicli business exacts ^is dimsmded upon 

^ M^rslmll, “Economic Chivalry ” in E.c%nd)nic fournal, :fvn p. 

Ihid p. 15^* 

' tl Green, Prolegomena to tlthi 4 s, 1890, p. 15S. 
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a 'vastly larger scale but for the same end, namely the making 
objecti\^e the aim, objectively conceived. But, if it be granted 
that this applies to those who are leaders in industry^when they 
are forced to exchange the arts of peacu for those of war, what 
is to be said of the position of the r?nk and file? Is there no 
chivalry lor these, are they condemned to remain a mere com- 
monalty? M. Maurice Barrfis Miows that ancient chivalry 
extended from the knights to the ^people, and he quotes the 
following significant saying ; f 

Nul n’est vilains s’ll nc faib vilenie. 

He adds "c’est un vers des Chansons de Geste, comme ce 
pourrait etre un vers de Corneille, cginme c’est la^’pensee de 
chaque Fran^ais ct Fi»an<;aisc on 1916^^.'' 

Tl^e British system also recognises the initiative of the 
private «oldier and gives him opportunities. Hjs efficiency 
resembles the pride of the craftsman in^his Work with the added 
conception of the spirit of co-operation and systeihatised effort. 
"Jhe 'same idea of combined stru,ggle, which has long been a 
commonplace in the /organisation of labour, is found both in 
the field and in the war- workshop. ^ In the former it is gloriously 
common i^ the achievements of the battalion or the company, 
,just as in tHc, latter it shows itself in the pride which the platers 
and ryeters of our shipyards tal:c in the^ services of the ships 
they had telpcd to build^at the battles of the Dogger Bank or 
of! tjie coast oi Jutland. 80019, commanders, reputed great, 
hc'ive dealt with their troops as Omar Khayyam imagined! that 
Destiny dealt with man : < 

('Ds all a Chc^ucr^^ward of Nights and l^ays 
Where Destiny with Mei fev l^ieccs plays 

Tiither and thither moves, and mates, and slays, 

'Apd one by /ine back m the Closet lays**^. 

iJather in the modern British system, soldiers arc rec^,gnised 
rsfs men, not as inanimate pieces in a v^st war game, acid their 
individual 'responsibility and initi^ltive ?ire encouraged. He^jee 
they feel they hav^ an active share in''the achievements in whj^ch 

I\K Barrds, LV Bl(f‘;on de la Frtoice, 

‘ *FitzGerald's Translation ^Edition i). 
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they participate. Modern chivalry in war was well (jcscribed 
during Marlborough's campaigns hy^ writer in The Spectator. 
“The fme^entleman in that band of men is such a one as I have 
now in my eye, who foremost in all danger to wliich he is 
ordered. His iDfficers ar® his friends and companioi^s as they 
are men of honour and gentlemen ; the priv^ate men are his 
brethren, as they are of his species. They wi^h him ift i|anger * 
as he views their ranks, tlMit they may have occasions to save 
him at tht\r own hazard. Mutual love is tl*e order of tlie files 
that he commands.... Such i.s his regiment who l^nows mankind, 
and feels their distresses so as to prevent them^ “ It is from 
this spirit*that there ha;j been distilled that “fine extract, that 
pure essence which endiyes to all ages, Vhile the giosser part, 
the residuum, may pass away and be lost m the course of Ume'* “ 
Further^ there is the same economic chivalry in thf national 
service of non-combat:yits when, lor instance, bnsinesef men 
devote valuable time to servmg, gratuitously, upon imjiortant 
committees which«are ('on('eriied with functions in safcgujjrdir^ 
the national interest. The same tend?nc^ is clearly observable 
when professional men (as lor instance doctors) trareder their 
services to the State, not only at a considerably less ri'giiiperation 
than they had received previously, but also with •grave risk to* 
the future of their ri^spcctivc pra^ices. Nor m this ^imate 
should the extent of^the largely iinpai^i woik of won^m* in new 
and strange dutief undertaki^ on behalf of «thc comitn|g W 
overlbo'^ved. • * 

These reflections have been confined of set purpose to con- 
siderations wliich arc economic yr \®hich are deriv^(i Irom 
economic sources. It is aliiuist •needless to add that all that 
lias been said is immensely strengthened by the moral and 
patriotic miytivcs which move in the same cfir^ction witfi giore 
sovereign power. And ^vliat the investigation #0! the present 
situation reveals is tlia,t the influence df the lafter is nexf ^ 
co^interacted by econoifiic desires •and principles, but lather 
cor^firmed and increased. 

t 

Tjie%hp9t tutor, 

Speech by H'lltium 22nd Dec iSr^6. 
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Wheij this reasoning is pressed to its logical conclusion, il may 
appear to encounte» difficiiities. One of these is the operation of 
the Military Service Act. If I may assume for a moment that 
the general line of argument is not received with dissent, I can 
well imagine the thoughts of some t(J take the •direction that 
action which has an economic reference, even when it results 
*in th^uhdertakiug of military service, must be assumed ip be 
voluntary; but the case of the man, •who did not attest and who 
is "deemed to have enlisted/' involves his discharging duties 
against his will^ To this it may be replfed that some at least, 
and in all probability many, of those who came under the 
Military Service Act were in the apparently paradoxical position 
that, being conscripted, they undertook military duties which 
they themselves desired and thus their service was in essence 
\^luntar}f. The apparent contradiction is resolvedj^y the fact 
that these men held strongly that otliQis of the same age and 
physique as themselves should perform similar national service. 
But yiis leaves a residuum of me* who (apart from grounds of 
conscience) showed^ tbernselves reluctant to rise to the height 
which it was held the situation required. From one point of 
view thjs fs a case in which the views of the majority must 
•prevail agamst those of the minority, even to the extent of 
putting, constraint upon tSe latter. Fforn another it may 
fairly b^ I'Ontended that industrial freedop is far from being 
untrafmmelled. •In a negative s^nse freedoifl may be enjoyed 
perhaps by one who lives the Cynic life of absence of* cfesire, 
but for the normal man tiiere are all the limitations which his 
station in life imposes en hjm. Thus the member of a Trade 
Union found his conditions ot Voik determined for him in many 
ways.^ In certain cases he was not free to work for a specified 
employer, nor wds*he allowed to work upon certain coyiditions. 
As a rule, he ns ay be held to have acotgted the general* policy^ 
his Union: but, ^n several trades, .the exercise of Jiis skill 
was dependent upon his having joinea the trade organisatifm. 
So ^hat h*is hap]A*ned,in^t?je vfar has been that a great natiqpal 
crisis has mafie it necefsar,y to limit ifidivid^ial^oice in certain 
directions in, order to level up \he service of citizei!s \yhose 
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patriotism was distinctly below the average to the^ standard 
already achieved, voluntarily, by* others \fho have been more 
far-seeing and alert. In other words, necessity has compelled 
the exaction of the same service from the laggards which the 
majority have offered eff their own free will. The# measures 
to save the State deman^ fortitude and action which in 
otli#r circumstances would be held to have been extreme. 

Sir Walter Raleigh expressed it “in times^of extremity, when 
resolutiori must be taken for the saving or utter loss of the 
State, then no regaref is to be had of justice o# injustice, mercy 
or cruelty, honour or ignominy, but rather, setting aside all 
respects, that course is* to be followed which defends the lives 
and liberties of mcnh'\ 

Compulsicoi does not cease with the provision of men for 
the forces# It affects the daily life of those who rem*ain over*in 
almost numberless ways ui^j^er the Defence of the Realm Act 
and other emergency measures. Here it may appear that the 
organisation of commerce i# fettered^by a multitude of j^estnic* 
tions, though it slipuld be notec^ on tlie pther side, there are 
cases in which pre-war restrictions have been removed tempor- 
^ily. Thus it would appear that the economist confronted 
with a new world, in which m^ich is changed. First theit 
came the dislocg^ion of conimerce caused by the outJireak ol 
hostilities, and aft^r that the State* ordains rule^^sd that^ in 
some trades, the* merchant in effect leases fo be a ’mi^-chant 

• • f 

and becomes a quasi-bureautrat. 

Ij is in these circumstances that*it has been hastily inferred 
that many economic generalisatio#s hfve been abrogated. Bui 
in all the complexity of life*it*i^ impossible to state ii^ detail 
all the conditions which are involved in a ^iven si^^uation 
There jye many that for long i^eriods do not exert any imp#rtan1 
, influence upon the effect which is investigated. • A revolutionar) 
chang(? in the surrounding# may suddenly fpree^hese neglectec 
conditions into an unwonted prormnence. It follows that wha' 
has happened is not that previous ^^iLSCwiin^as beem proved t( 
be erroneous^*li 5 ptithat elements indthe^chain of^^i^ation hav( 
J «ir W. Raleigh, “The Cabinet Counci^” m Works, 17 1. pgiii6, 117. 
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acquired ^ new values. In a great war there is a change ip 
relations between cKfferentr social activities, and economic law 
occupies a new position when Salus populi suprema est lex. At 
the same time while national security, instead of being assumed, 
must be fqught for with the greatest 'intensity, 'and in Adam 
Smith’s language "defence is greater than opulence," under 
moderp Vonditioir.s opulence plays a striking part in rthe 
efficiency of defence. And so the relation between warlike and 
economic activity is a reciprocal one but under the *^overning 
condition that tjie latter is now directed ‘'in the main towards 
ends which are largely belligerent. Are we then to conclude 
that this economic activity is Protean) in character — in time 
,of peace being directed lo the maintaining of peace and in time 
of war* to the destructive energies of war? In, other words, 
does the s'ame activity at one time build up only destroy 
its owvi work? This would be in effect a reversion to the 
doctrine of Herakleitus concerning the primal fire that con- 
su*mes all things and from w'hich again a new wdrld is re-createdk 

This view, it seem% to me, neglects the fruits of our past 
experience which, on the whole, has taught us that commerce 
tends towai;ds peace amongst the nations rather than to waf. 
To say that ifi furnishes means for war is not to imply that it 
is a necjessary cause of war. » ^ 

The tis^ntial lesson of industrial development is that its 
chief <r:oncern ij> in pehcc^. But to secure* a peace, ^which 
wifi be satisfactory, great sacrifices arc demanded. And a 
full understanding of the ‘situation is made difficult by the 
temporur!/ separation of •Jhe standpoint of the individual and 
the nation. During war th<^ attention and effort of the 
k indivic/ual must»> be concentrated with the greatest intensity 
upon JhV present, 'ttiat of Ihe nation will be direcUd {owards 
, the larger outlook upon the future as ‘ij will be moulded by , 
We momenfous eventk now being tianaacted. It follo\fs that 
for th^time, but it is to be*hope& only the time, the freedoffi 
of t^e individual hiust^.b^. •absorbed in that of the ^atior^l 

* wpbi T Troj'ra %at irdp ^•ir6.in<ay, ujcrfe/) Kal 

XpTi/xiT<)}y ji^vffds. 



^he Elonoynic Man* and a World War 13 
• • r 

effort. His true and permanent interest is interwoven \^ith 
that of his country. But in war^it^is impossible for’ the indi- 
vidual to determine the means by which this larger interest 
is to be advanced. Strategy, diplomacy and high finance all 
develop in secrecy during the actual conduct of hostilities. Thus 
the citizen must temporarily relinquish some of hfs rights as 
against the State, but only f®r his own future^ benefit. • It is for, 
the?e and similar reasons that in time of war industry becomes 
subject to averylarge measure of governmental control. Wireless 
telegraphy and rapid communication have created new problems 
in the conduct of war, and the manufacturer 0? trader is cut off 
from man^^ of the sources of intelligence upon which he was wont 
to rely in time of peace. Accordingly, instead of depending upon 
his own initiative and judgment, he must be directed, to a|;reater 
or less deeree according to circumstances, upon tiie geneiKil 
plan which is only known in all it. details to the responsible 
authorities. • It is their filiation and duty to use the labour 
and othet resources of the ^ountry in such a manner a!f they 
believe will best aid the accomplishnAmt of the nation s^ aim. 

There seems to Re a pc(J)ular way of thtnking which is con- 
tj^nually urging the Government to concentrate on the war 
and upon nothing else. Such advice -like mud? well-meant 
counsel— is directed in the wrong direction It is the individual 
who should direct*his life in this way during war tin>?‘, -by doing 
what is known t4>*be of national importan(^ un*der. ejisftng 
circumstances. But the Government of the country at fhe 
present time is in a peculiar sense Uie custodian of the future. 
It is Responsible for this not only in tjie conduct of l»Dstilities, 
but also in so far as the indiyd«*il resigns? to it his direction of 
his business concerns, and to that extent, at lej^st, the Govern- 
ment becomes the trustee for the fuhire of^iwlustry^aritf ^cial 
life. Fdr tlie more effective conduct of hos^lities the good 
'citizen surrenders his (fwn initiative ; but that powef of freedo^ff 
o^jhidustry and labour, •whiclf is temporarily* in ?be}^nce^ must 
be conserved for the couiftry \vhen%peace returns tp it. 

*It*is fossiljle that th^e has been an unconscious common 
^ sense in* the rfrinciole which has.not as far as I am aware been 
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formulated, but which appears to direct much of our, war 
economi(?s, namely^ for the Government to make changes ifi 
the economic system only when these are shown to be unavoid- 
able for the more efficient prosecution of the war. ^fhere are 
violent contrasts in our economic life. In a diminishing 
number of instances it continues as in pre-war times, in some 
Jt is modified by governmental «‘nterference, while in others 
it is transformed. Regarded apart from the past and the fuflire, 
it is full of contradictions. Why should one man giye up good 
wages and sustain the risks of active seryice for the relatively 
small aimy pa/ and allowances, while his neighbour, who is 
unfit for service, is securing higher earnings? Wky should 
some make profits out of the present abnormal circumstances? 

‘ Why should one man risk his career b/'accepting a commission 
ii7 the arjny, while another makes a fortune' by obtaining 
another kind of commission, namely to use his talents in the 
service of the State? Questions ofithis fype could be ‘multiplied 
almost indefinitely, and much argument would leave each 
conundrum much as it ^was when the discussion began. It 
appears to me that sbme coVifusioK arises* by considering the 
position as if it were static, whereas it is in reality a transition 
state toWa?^ds something else. But what is that something 
else to be ? fs it to be a state of war ? because, if so, we cannot 
begin t^^o ^oon to reform conditions whfch*are anomalous if 
thi. is to be the world's' destiny. On th^ ^,ontrary, the one 
great aspiration, which is 'shared’ alike by all the belligerents 
and by neutral nations, is for a stable and abiding peace. There- 
fore, regarding this as the goal, it may not be unwise to refrain 
from scrapping more of die 'ej'onomic arrangements of peace 
time Ifhan is unavoidable. It may be claimed for this method 
that there is a dquble economy of resources ; first, during war, 
in s'SVing "the amount of labour which would be fequiiied for 
4iie establisihing** of a, complete war-econDmy, and secondly in' 
minimising th^ dislocation \\,hich jvin bi involved in the traR|i- 
tion flom war or^anisatiou to^peac® organisation. The more 
confplex the former, thf greater the disturbance is likely to Re. 
So that it^’^ems sound pi^actical* wisdom tt) iftake emergency 
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changes where these are shown to be desirable for military 
purposes, but not otherwise. Then the r|turn of p*eace will 
find us with the essential parts of our industrial system ready 
to resume their forraer functions, instead of having to re- 
construct thejn, perhaps under conditions o^ considerable 
difficulty. * * 

These appear to be the ^verning factors in the ifidustrial, 
system in time of war. Naturally, precedence must be accorded 
to efficicn<;y in the organising of the nation’* resources for war. 
But, subject to this cc^ndition, the minimum amount of disturb- 
ance of the normal economic organisation is flie wiser course. 

It mu%t not be overlooked tliat the succe*ss of the Navy has 
been remarkable in keeping open the routes for communication 
with countries overseas f and, in order to make full use of this 
goods must b^ produced to exchange for supplies dgiwn frogi 
foreign countries. This fact enables us— or at least ^hould 
enable us-*~1ic avail ourselv® of labour and capital at home, 
which coifld not otherwise be used for war purposes, in obtaining 
commodities useful for these ends l)y producing those*goods 
which are necessary* to be^xchadged for ftiem. 

^ The strength of the British Empire may be represented as 
a majestic slow-moving force, which reaches its rrfaximum 
momentum comparatively slowl 3 ^ Because we were unpre- 
pared and because the resources are enormous the^hfvtiessing 
of these to war t^l^es time. From first j)rep?Lraliogs #or 
hostiJiWes until that maximbm wWl be reached about (we 
years would not be too long to copiplete a task of so great 
a magnitude. But the time which \^^ll be required ^0 reach 
the maximum (if that be nece%s^ry)*is ift itself a testimony 
to the vastness and complexity of the resources with tvhich 
we began — forces evoked from th« man*p 4 )wer of •«!! the 
Continfirts Sf the world^ backed by the mobilised finance oT^he 
•world’s greatest monfy-power and supplied i^y 4he willing 
lajj#ur of a population #^hi?li«has always be^n fSrenfost in the 
manufacturing arts. Such»a force, ^ one imagines it, develops 
its •greatest effectiveness only graduilik. but it wilf have^uie 
fuller staying •p5we?. 
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‘'This reasoning brings to light another condition which is 
implicit in the ecoipomic situation during war. War in all its 
sordidness seems inevitaliy to be material, and yet, in the 
present struggle, ideas are of supreme importance. Ultimately 
the real battle is between two opposed conceptions of life. We 
must be c^ireful that in winning the war we do not lose the ideal 
. for whicih we drew the sword. The British ideal is the Anglo- 
Saxon conception of freedom as opposed to the Gern^anic 
principle of State ‘organisation, for which the Stat(? is every- 
thing and the individual nothing, which was described by 
Macaulay as b^ing that “of all political fallacies which has 
perhaps had the 'widest and most mischievous operation^." 
During hostilities freedom is conceived as political, but the issue 
of the war will determine the governing principle of economic 
activity fr)r a long time to come. The logical fconsequence of 
victo^ in war wall be the maintaining of our industrial ideal 
of liberty, with its voluntary orgamisation and itsrd^elopment 
of in>dividual initiative. ^ • 

The maintaining of that ideal must not be understood to 
mean a return to the same cdnditimis of industry which existed 
before the war. Ficedom takes many forms in its details, apd 
a natioh obtains that type of liberty, political and industrial, 
which it has deserved. lit our commercial and industrial 
organSati^'n, as it existed during the firstMeCade of the present 
c^iitijry, thbre were m^ny things which required amendment. 
T4ie nation will emerge freftn this* war poorer in material* wealth 
but enriched in characl^er. This will prove the necessary 
foundation for industrial and social advance. Our commercial 
machine had grown up verycgradually and there were many 
part^ in it which caused friction in its working. With clearer 
visioA^ind a wider outlotf'k, it will be possible to reform much < 
anif to iinprove much. When the smojee of battle^clesmp away, 
wvhen submarines no longer disturb th^ depths of the^sea and 
air-craft (Jeas^ to ^ex the Cc^m stiUnessiof the upper air with the 
rattle of their gunf, men wj^l retprn to the arts of peace which they 
wete forced to abandon Vor those of war. They wiH relurh to 
*1*^“ on Machiavelji " Essays, 1885, p.*^48. 




US having learnt much, and perchance having forgotte^ some- 
tlflng. The task before them will the reaping of the full 
fruit of their perils and their toils in recreating industry and 
commerce in a manneR which will be worthy of them and of 
their race. Wg shall haye bought peace and security at a 
very great price, but that price should bring a bonus eventually 
in a better and more efficient* industry. As y^et it is possible 
to se? only its general char^icter, but not its details; just as 
one views a city in the far distance. It will, I think, be less 
sordid than the industry of the past ; free, too, but with a 
well-ordered freedom. Efficiency, both of men and machines, 
can be increased, while, if this is accomplished, the condition of 
workers will be better. Production, also, will be larger, for 
after a long period of somnolence, the nation will be more 
awakened and afert. What is more important, the quality and* 
conditions of production will be improved, and it is to be h®ped 
that the old" jiride of the craf^man in his work will return in 
an intensified form, and will ipanifest itself on a much greater 
scale, for it will be reinforced by th^ vyhole strength of an 
improved and extendi^ orgaftisation of industry. 

^t may seem that this tentative forecast involves^a certain 
degree of econom?c faith. And this is justified at*an epoch 
when, in the graphic phrase of SirTIfiomas More, “things are in 
so great a fcrmentationb" and spiritual forces are frt;cd from 
the restraints that ^^!ogged’ their activities. Thj^ is a psytho- 
logicaUbtsis upon which to build antf it is confirmed by pasf 
experience. The revivifying effect of the Napoleonic wars was 
anticipated by Chalmers and confirmed af^er the event by Cgoke. 
The first wrote in 1794 after the outtjreak*of hostilities “ I engage 
to maintain that what has happened in our former \^irs will again 
happen in the present war in a greatcr*or less^dt'gree ; ,thMt 
shall los^f some of our exj;ernal commerce, while ^e shall pro- 
bably gaip the extent df^ouj losses from some othdf source, 
that^the spring of our trad* ma}»be pressed down by the preval- 
ence of war, but will rebound on t]ie r'^urn of fieace; that ov^ 
domestic* industry* w'ill be Ij^tle affected distanl, hostilities, 

* Utopia, 1737 ,^. 29 . 
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\^hilst consumption will run on in its usual channel without 
the obstructions pf warfare; and that, upon the restoration* of 
tranquillity, enterprising people of this happy land will carry 
the energy, which they have ever derived from war, into the 
usual avocations of peace ; so as to have hereafter, as they have 
uniformly had, more trade and more shipping and ampler 
mei^aof acquiring wealth when hostilities shall cease than they 
had when they were goaded into^ unprovoked hostilities by a 
restless enemy^."® In parts of Chalmers’ forecast jve may note 
cases where events did not follow th? course he anticipated, 
though often in exceeiling rather than in falling short of his 
expectations. Thirty years afterwards, when Tooke reviewed 
the great struggle, he pointed out that a state of war diminishes 
the supply of commodities, but that there are counteracting 
t causes, r amongst which he mentions the increased activity, 
industry and intelligence in the great mass of the population 
remaining, so that as much o^ even more maiy loe produced 
than before ; increased accumulation of capital ; improvements 
in agriculture and machinery tending to increase production 
with the same or less capital arfd labour. And he concludes 
that “alj these circumstances concurred in this country during 
the wholh ^of the late contest, and the consequence was an 
increase of production and population in spite of the opposite 
tendency arising out of a state of war 2;' This is confirmed by 
‘an(?ther Contemporary observer — Joseph .JLowe, who spoke of 
'the “late war” as having “ involved a sacrifice of pro^Q^ty not 
inferior to the sacrifice. of lives. To this double drai.i on our 
resoptces what has bqjjn the grand counterpoise? Our-progress 
in the arts of peacC : the pq,\yer of extracting a larger subsistence 
frohi the soij,; a larger revenue from our labour and capital®." 
... Present conditions do not appear to justify any less couragi. 
in facing the^ future of commerce thipi that shown byjChalmers 


^ G yhali^icrs,^/ 4 » Estimate of the Comparative Strength of C real Britain, 

I79t, p. XXI. o r 

* T. Jooke, Tks)ughts anf[ Details on>the High and Low Prices from 1793 


to 18.22 (1824), p. 209. ' ' • ‘ ' I 

* J. The Present State of EnglLnd tn fcgar^Ho Agriculture, Trade 

and P^ nance, p. 292. v 
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over a Qmtury ago. A calm, but at the same time a balanced* 

confidence in what is to rome will be most in accord wilh the 

• * 

new forces which are even now coming into operation. If w<' 
make good use of these, t,heie is much more to be ho[)ed tli.in 
to be feared. 

The energising of tlie nation through the time of t^al will 
result in greater efhciency when* the present struggle is (»ded. 
Discov^ies of new processes and methods, with iinjiKu eiiuMUs 
in old ones, \vill lead not only to a more prodH('ti\'e industry; 
but, it is to be ho{x,^d, a^so to a better indu'^try. Euioi>e will 
awake from the nightmare of .irmaments with whiPii it has been 
too long opjiressed. As the murk of the batlle cloud clears 
one sees the first signs of a fairer dawn in which the arts 
of industry, broadened an?l deepened and at the same time 
more humanely oi^ganised, can accoinjih^h in the ne.xt ^^enera- 
tion more than even was dreamt of b}' the discoverers of ^he 
great Victorian 4“ra. And lurtlur, great as these gains may be 
they will be surpassed by more immaterMl improvements. The 
gencnil cjuickening of the national spirit# may be e.\pectC(Fto 
lead in the end to groatisr natnmal unfty anif ununately perhaps 
to more international co-operation. Thus it will be possible to 
obtain eyentually the full fruits of peace in greater iffiri^iony 
both at home, and also by the securi»g of that long-contmued 
amity amongst nations ’(Ihich commerce ic<iuires for its sfJble 
and regular dovclopincitt. ^ 
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FOR THE DURATION OF 
THE WAR’* 



Assiduo labuntur tempora motu 
Non secus ac fiumen. Neqfae enim consistere flnmen, 

Nec levis hora potest: sed ut unda impellitur unda, 
Urgeturque prior venienti, urgetque pnorem, 

Tempora sic, fujiunt panter, ^pariterque sequuntur; 

Et nova sunt semper. Nam quod Juit ante, relictum est; 
Fit^ue quod baud fuerat: momentaque cuncta novantpr. 

Ovid. 
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From 1917 back 10^1492 seems a far cry, but in that year 
there was printed in English at Antwerp by <jerard Leeu a 
version of^the Dyalogus or Communyng bethixt Salomon and 
Marcolphtis. A few serftences from this quaint mediaeval 
jiscussion may serve as ^n introduction to the subject of the 
present lecture.* It may be premised that the scy/ings o[ 
Solomon in* the dialogue may be supposed to represent the 
wisdom of thf wise, while th% retorts of Marcolphus, who was 
‘right rude and great of body but right subtyll and wy^ of 
wyt,” indicate the comment* of shre^vd, untutored common 
;ense. With the apparent <incons^quende Which characterises 
the^dialogue, after counsels by Solomon and sarcastic comments 
by Marcolphus upon learning, self-praise, and the Srafhing of 
the young, the discussion proceeds* 

• • 

Salo. All maner ky^des turne agen tc^ theyre furste flatTire. 

Mar, A worne tahyll cloth turnyth agen to hi^ furste kyngle^ 

Bo\i the aphorism of Solomon and particularly the rejoinder 
to it show the peculiarly static conception of social phejiomena 
during the Middle Ages, and one ^onSers, how far it finds a 
parallel in the modern expedient* of making changes fqn the 
duration of the war in the apparenj expeytatTon tha^ when 
peace c^mes^the clock can be put back; and, in tdie woitB 
put in the mouth of Solomon, things will “ turne^geij to theyre 
fursf^ nature." But whjit fi^iy hapjpen if, ii> th% m^aphor of 
the® homely critic, the institutions have become worn' and 

^ This is the or Cor^mu'^ng betwixt the wyse king S9lomon and 

Marcolphus (facsimile, 1892). 
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dbsoletp, how can the “worne tabyll cloth” patch its 
holes? Indeed, may wej pot further ask, if some part of our 
industrial or social system had shown itself to br imperfect 
before the war, why should it be replaced after the war with 
the original holes, as the Indian tailor is said sometimes to copy 
a garment given him as a pattern by reproducing all the defects 
of wgai or accident in the origirial ? 

Even under assumed static conditions the difficulties of 
emergency measiires for the duration of the wax are great. 
Those conditions however represent in reality an artificial 
simplification of the problem. Industrial life is essentially 
dynamic, and it may be most fitly compared to an organism. 
It is impossible to immobilise any part or function of an organ- 
ism without producing compensating activities in it, and the 
change is likely to be the greater the more abnormal the circum- 
stances are. Acceptances and bills of ejcchange may be “placed 
in cold storage,” but this appltes to the actual documents. 
The' activities of international trade, of wh’ch they were the 
instruments, must ei^jhdx ce|ise or else be supplied from some 
other source. Whatever attempt is made to isolate and immo- 
bilise a particular function, the process of adaptation to environ- 
ment contihues ; and therefore, even if the use of that particular 
function is temporarily suspended by governmental regulation, 
it will be 'found impossible to restore it to precisely the same 
wbrk( which it .formerly performed and in* the same manner, 
because other parts of the organism and its surrounding, s will 
have changed. Further, there is always the possibility that, 
during Ihe interval of lusp^nsion, some other organ will have 
endeavoured to adapt itself to' tl|e function previously exercised 
by tlie first. Jn addition another condition may be expected. 
Ik cdca^trophie Circumstances of war produce nf^w economic 
phenomena, apd the industrial organism at once begins to 
•xdapt itseli to these.^ Thus new fynctions are acquired, often 
by existing organs undertaking' chariged functions, or some 
new org?ns ma> appej^r. -Once' these have been esjtab- 
lished they will tend* to ^persist, ocily fa[linp\- gradually into 
disuse if the conditions after- thb war make it impossible for 
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tljem to continue. And so, upon this hypothesis, some — and 
it may be much — waste of economic energf appears possible 
in the hrs1*years*of peace, so that the whole position, as affected 
by emergency economic measures, requires more detailed 
analysis than i\ has yet Received. 

In circumstances of crisis, danger or under abnormal con- 
ditions, "when the work of years is crowded in«a single ^(fur^" 
time appears to be as it were stretched out, owing probably to 
the many experiences which are forced into it and the insist- 
ence with which they* press themselves upon, the attention. 
Thus the rush of experiences extends time, as De Quincey has 
shown^, and a period which seems short when marked on the 
calendar appears to be 4/ery remote. In this way the early 
days of the war^seem already to be far away, and in one sense 
almost to kave become matters of history. For this reason 
some of the emergency measures are even now almost forgotten, 
either becgiuse they were withdrawn or because people soon 
became habituatec? to them ahd gradually accepted thenj^with- 
out recalling their original egiergency c1ia»acier. These various 
steps during the first two years and a half of war fall naturally 
int<5 several distinct groups. First there were ^previsions 
which were designed to prevent j crisis on the outbreak of 
hostilities. It has J^een hinted that possibly less interference 
might have sufficed^, but there seem» sound wisdoJ?i, "backed 
by the teaching of^liistory, in, Ricagdo's dictutn that *a T'risis 
is likeiv when a country emerges from a long peace into a 
state war^, and all the more if the latter comes suddenly. 
The second group consisted of a wariety gf measures^ related 
to agreements with Trades Uiaiods, whereby the custonjjs of 
the latter were relaxed in order to faciHtate recrtTlting bj^intro- 
ducing ^abour to replace that diverted to undertake* militc.«9* 
s^^rvice. The majority ,(5f the agreements between employers 
and emjj^oyed are for tlt^; dfiration of the war. though others^ 

Dow, Sethona, Act ii. * ©e Quince^-. WPrks, i862» i, p. 2^^. 

Tcey*nes 7 “ War -and the Financial 'SwsiQm.'kEconomtc Journal, xxiv. 
•P- 483- 

^JHkeardo, Works, 1852, p. 160. 
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are to terminate as the men displaced return and are available 
for their former ^i^ork. Ctosely connected with these are the 
further developments required for the dilution 'of labour. 
Next come all the orders arising directly out of a state of 
hostilities, most of which, but by no Queans all of them, may be 
grouped under the measures agG^inst Trading with the Enemy^ 
and for the Defence of the Realm A separate and misoellan- 
eous class comprises changes in the* social and economic system 
which arose either out of the foregoing acts, proclamations or 
orders or from v the war itself. Finally in the third year of the 
war action by the State in relation to the food supply of the 
country with which the question of transport (particularly by 
sea) was connected became so impefrtant as to constitute a 
distinct group. 

As has already been shown, military reasons hafVe involved 
greaf and widespread interference by the S1;ate with the 
pre-war conditions of trade. The forces consume many more 
comn;?dities than in previous w^rs; and tH’us the schedule of 
goods, which the Enttjnte Powers by their command of the sea 
endeavour in their own interest to deny to the enemy, tends to 
grow Icago/ and longer. Added to this, there is the existence 
of the block&de of Germany^ which is complicated by the transit 
trade through the adjoining neutral countviec. As a consequence, 
fii 3 edom of, exporting corrfmodities must be vigorously supervised. 
It follows that '‘one of the greah advantages of our caqse, by a 
curious paradox, results in a limitation of trade which isj^reater 
than if^we had been weaker. This is a permanent condition 
as old as strategy and a^ unilianged as the sea itself. Its effects 
havet been described by Coleridge in a passage of great power, 
writtep during ^ tlie Nc\poleonic war, which applies almost i 
•rrTJrd foC word to the struggle with Germany. •‘Surfly,” he 
wrote during *the days of the Continental System, “never 
from the cbegioning of the \^orld wai sqch a tribute of a(imir*atjon 
paid by one povver to another, as, Buonaparte within the^last 
fe^ years has paid to the*British Empire! Wjth all »thef natural 

^ C * ^ ® 

' 1 Proclamation Aug, 5, \9I4, No. 1252 et seq, • 

^^4 and 5 Geo. Vac. 29. 
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fend artificial powers of almost the whole of continental Europe, 
with all the fences and obstacle*s*of all public and private 
morality broken down before him, with a mighty Empire of 
fifty millions ^f men, nearly two thirds of whom speak the same 
language, and are as i| were fused together by tlte intensest 
nationality; with this mighty and swarming Empire, organised 
in fll its parts for war, and forming one huge (?amp, and liimself 
combinin^^ in his own person the two-fold power of monarch 
and commander-in-cjiief ; with all these advantages, with all 
these stupendous instruments and inexhausijkible resources of' 
offence, Uiis mighty being finds himself imprisoned by the enemy 
he most hates and woifld fain despise, insulted by every wave 
that breaks upon his sllores, and condemned to behold his vast 
flotillas as worthless and idle as the sea weed that rots around 
their keelsM” 

War causes enormous dij^ersion of labour. It was not only 
for the manning of the long lines of siege-works which git one 
period encircled the Centr^ Powcr% but also for tha«» supply 
of the manifold neads of ^e Nal^y and' the Army that a force 
behind the fighting front must be mobilised. And this has* 
been effected by action of the State in very lafge* measure. 
Adam Smith estimated that in kis time the civilised States of 
Europe could not support as soldiers without ruii^ rn^re than 
one per cent, of tljdr populations^. The progress uf mec^aifical 
invention and the accumulation of wealth have made it posable 
to n*aintain much greater numbers in the field. Before the 
present war it was usually taken as ^ basis of calculation that 
a continental country could moJpiTise len per cent, of its popula- 
tion. That proportion has* certainly been largely eStceeded 
during the present contest, but by hc)w mu^;h,will not ^'known * 
until nfter^eace has been made. Up to the presenf, estim^t^s, 
believed to be well •informed, have p]aced *the, percenta^ 
reachei^l by some of thg bclligcrei^s at 16. • Wketh^r this high 
proportion can in Adam Smith’s phrase be n^intained "without 
ruTn by 4 he country which employs tljem," is a matter Miich 

^ Coleridge, The Friend, Se(^tio» 1 E'^say vii (Ed. J867, jx 146). 

* A. Smith, Wealth oj Nations {edf'Cannan]^ ii. p foi 
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only the tuture can determine. It is however significant thal? 
Plutarch puts into the mouth of Hannibal the saying that 
unless he could bring Fabius Maximus to battle, he must be 
defeated in the end owing to the superiority of the Romans 
in men and resources. In view of thd great, and perhaps the 
extreme ^mobilisations, it is clear^that there is an important 
advantage upon che side of that combination of Powers which 
is able to keep its, forces adequately supplied for the longer 
period. This fact is an important one, and it has a bearing 
upon emergency measures which will call for discussion later. 

Diversion of labour involves replacement of labour, but it 
must be in the right direction. By the third year of war the 
belligerent countries between them may be calculated to have 
mobilised between 40 millions and 50 millions of men for naval 
and military service. To this immense total som^ addition 
must be made for the increase in the forces of neutral countries. 
So far as all these were not professional soldiers and were 
workerinthere is a gross Ipss to the world’s production. That 
however is not a not ibss, if ’it hadv been The war would soon 
have ended. The displaced labour js partly replaced by great 
employment^ of women, by retired men returning to work, by 
increased use of machinery, by greater efficiency and finally, 
in varying degrees, by the setting prisoners of war and subject 
populations do forced labour. Still emergency labour cannot 
fill, the whole gap in the general 'production and the shortage 
will be unequally distributed between different indu^-tries. 
Those, w^hich supply the technical needs of war, exercise a 
paramount demand both 'for ihj^our and materials ; and, there- 
fore, tiige deficiency is felt more se’^erely amongst the remainder. 
At this ^^age the faqilitatin" transfer of labour by governmental 
a(?HOn became necessary, and almost simultaneously the^ third 
^^ear of war, brought a new problem. While the production of 
commoditios, with <the exception pf‘ mi^nitions and gooSs of a 
similar character, jyas decreased, coasumption in the United 
Kingdom of those goocjls was not proportionately dimiriislf^d. 
Then thert 'came the seas'on of duriiig which crops 

were shOH. This is a phenomenon which has marked ‘^he 
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progress of many previous great wars, almost as if Ni^ture w*ere 
determined to endeavour to force peace starving the com- 
batants. In probability the effect of an unfavourable 
season is accentuated by a scarcity of agricultural labour, 
destruction of. food and scarcity of means of transport. Thus 
several circumstances c(>ncurred to induce State action in the 
directing of labour and the control of food supplies. 

This, however, is only^one side of an exceedingly complex 
problem. .In so far as sea-routes are open*, the Allied Powers 
are in the position oj being able to employ neutral labour to 
supplement that of their own people. This Supplementing is 
complete ^or the period of the war when payment for goods 
purchased abroad is ma*de by a foreign loan. The process in 
fact resolves itself into*a borrowing of the commodities. But 
a sounder method is to pay for such goods as it is.necessaiiy 
to import by means of exports, and this again requires the 
allocation offlabour to produce the exports. So it follows that 
wide and comprehensive regulation by the State both of labour- 
power and of consumption was coniidered necessary.*^ 

At this stage oP the Argument some* points of interest, 
perhaps mainly theoretical, emerge. In so far as the State 
effects a transfer oi labour from any type of prodiPction which 
is judged less necessary in the ^lational interest to another 
which is more necessary, it may have to face a los%of •revenue 
from the lessened^taxablc capacity ot the tr^nsf(?rre^ labour 
in its new employment.- SupJ^ose f(5r instance that a womafi’s 
“beauty doctor,” who returned her income from her occupation 
as £i,t)00 a year, is diverted to the maki^ig of munitionsiat, which 
she earns only a fraction of the j&qrmer ambunt, it is clear that, 
in the first instance, the State by reason of yic transf?r will 
secure less from her both in direct aird indifert taxation, 
this is •not a final resujt. The phenomenon has an influence 
t)n the revenue both fd^wai^ds and backwards. The remainder 
of, her former income yms e.^enddd in varfous •wa}T and will 
have yielded profits to tdiose .who^su^plieti the gpods and 
services vTiich^he demar^led. Once the “beauty-parlour^ is 
’ given upi all fhbse who emplby^d her sei vices are*left with a 
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suiplus income to be expended in other directions (whence 
the State^ can derive revenue) or alternatively it may be possible 
to intercept it directly in fhe form of taxation. Therefore the 
apparent loss is largely reduced, but not altogether. In highly 
specialised employment the immaterial wealth in the acquired 
skill may' be temporarily wasted wjth resulting loss. But 
that los^. might not be so great as^one would anticipate. Thus 
instead of setting this woman to make munitions, it migifc be 
possible, if she had seal skill, to employ it in attending^o soldiers 
who had been partially disfigured by wounds. In fact the 
success of transfer of labour will depend upon the utilisation of 
any acquired aptittides in some thing that is specifically war 
work. 

The transfer of labour to produce goods for export has 
problems of its own. Suppose, for instance, that it takes the 
form of exchanging British goods manufactured under con- 
ditions of Increasing Return for foreign goods which were made 
under conditions of Diminishing Return. Here the military 
and th^ economic probleifus must be distinguished. It may be 
granted that the toitimodities exported*, have no value for 
military purposes, while those imported are important from 
this stafidp^vint. From the economic point of view it might 
appear that in the exchange we are, in fact, giving more labour 
for les^ Jal^our; and therefore, if the go6ds in question could 
be'^supplieck in sufficient quantities at honle, it would seem to 
foWow that labour could be used to better advantage, in the 
making of them here. But in this case, as so often elsewhere 
in the sfudy of war conditions, we have to deal with" short 
periods only. -Ultimatdy, dp manufacturing industries the 
labouf required for producing machinery has to be taken into 
accodni while'^rinr the short war period the machinery is 
^eady in existence. Indeed, taking^ into account the slow 
«^t none the less real diversion of demand from luxuries, the 
tendency would hive been ^r maciiin^y to be left idle, wh^ch 
was formerly ^ err\ployed ^to meet this demand, unless it fiad 
be'SA used to supply ihe export trade. ^ ^ 

The ili(5bilisation of industry* under the Jnection of the 
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Government is ipso facto intended to be for the duration of the 
\^far. It will, however, have important af^r-effects. In the 
words of ^urke^“war never leaves where it found a nation." 
"For the duration," as the soldiers succinctly put it^ may 
mean much in .the determination of the state of industry and 
social life in the years |)f peace. How far this will happen 
will depend upon the spirit in which the present an4 future, 
changes are effected. It is said that James I called for his 
old shoes l^cause they were easiest, and mftiny of us face the 
upheaval of war with/)ld ways of thinking, because they are 
easiest, and we have so long been accustomed lb them. This is 
in effect tke fatal attempt to live in two worlds of thought at 
the same time to which the satire of Terence may be applied 
when he speaks of an attempt to rave rationally^. But there 
is an extreme upon the other side, which' starts from, the con# 
ception of this war as ^"unparalleled" and "unprecedented," 
and takes pra‘ctical measures hy makmg a scries of fresh starts, 
as if mankind ha^ been plupged into a new existence. 4t is 
unlikely that this course is the best# for the main oflffect of 
securing a victorious deciSbn in battle, and it would react 
un^ivourably upon the future of industry and commerce. The 
trained faculty of economic analysis can be applieefto \he new 
circumstances, as to the old, not b}A\ising former generalisations, 
but by an examination of the fresh phenomena with*a view 
to ascertaining th<^r real meaning, that beir^ pi^ci^ely tlie 
element* in the situation which is liable to be apprehended 
wrongly by the casual observer. Further, for a nation which 
has fohght many victorious wars in the,>past we have s^r^ngely 

ignored the assistance which ouij history cbuld have given us. 

0 

^ The following is an extract from a conversationvOf a war corrqf^pdndent 
with a diet* in Mesopotamia. “I was surprised at the loyalty ifl!? 
’^sausage’ evoked. It was ftiore than professional interest; it amounted 
almost tc^ affection. I askft^a jyivate in the L — ^s how he liked his ne\i/ 
wojln ‘I wouldn't mind taling og>this '<5re job for Ihe Airatfcn,’ he told 
me.* Times, December 20, i9|6. ^ 

, Niliilo plhs #igas, 

Quam si^cs ^eram,#ut cum ration e^msanias. , 

Eunuchus, Act* * Sc. i. 
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This defect has been urged at the same time by Dr Cunningham 
as regards Econofnic History^ and by Count Charles de Souza 
as regards Military History. The comment of the fatter as an 
unprejudiced outsider, but at the same time an enthusiastic 
admirer, is particularly interesting. ''The Bri.Hsh,’' he writes, 
“in spite of their love for tradition, <have another and a more 
detrimental tendency than the»' one above stated; they are 
prone to disregard the teachings of history^." The “teacViing" 
of history, however, requires to be most carefully, interpreted, 
at least as regards commerce. It is the experience of the past, 
but at the sainr time it is often difficult to discern the extent 
to which it applies to the present. It is always R'ecessary to 
discover which are the significant events in the two sets of cir- 
cumstances and afterwards to enquire the extent to which they 
,are similar. It is only then that the lesson, if lesson there be, 
can be assimilated and perhaps applied in practice. Hence we 
are not so much concerned with parallels, as with a species of 
analogical reasoning, resembling to some extent that employed 
in Bi?^hop Butler's Analogy of Religion, but used in a reverse 
direction. ' * • 

As yet we stand too near epoch-making events to be ^ble 
to disefern^^heir true import, though 

the soul is ? rock that abides, 

Bui' her ears are vexed with the roar and her face with the 
*' f ioam of the bdes. , 

'i^'et it may perhaps be guessed that, when the historian of the 
future comes to understand it all, he will be impresse^d most 
with 'tile immensitj/ tli^* voluntary effort of the country, 
not only in the undertaking vf military service but in vast 
nurqbers everywhere doing what they could for the common, 
%iause.'' There is *a most remarkable passage io th^^ speech 
which Mazzini delivered in lifqS upon Hie death of the brothers 
’^Bandiera.^' It runs ^'the Angel of'Mavtyrdom and the Angel of 

* ^ ^ o • 

t 

Cunf.ingham, Progress* of Capitalism in hngland, 1^16^ pi» vni, 
.20, .27. , • ' I ^ 

* De 3 uflza, Germany in Defeap TSnrd Phase, 1916, p. 135.* 
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Victory are brothers; but the one looks up to heaven, and the 
other looks down to the earth, and it ^ only When, from epoch 
to epoch, <their eyes meet between earth and heaven, that 
creation is embellished with a new life, and a people arises, 
evangelist and pltophet, from the cradle or the tomb."* As the 
Roman soldiers, who had i^ndermined the temple at Veii (which 
was t^en besieged) heard the priest proclaiming *hat "the Sods 
offer victory to him who sluiil finish this sacrifice," they seized 
and carried the entrails to Camillus who completed the rite: 
so superiority in continliing to sacrifice to thej^nd will be the 
earnest of final and complete success in thu present contest. 
It has been*the greatness, and at the same time the intensely 
concentrated character erf the war which made tlie freewill 
offering of the pgople, vast as this was beyond anything pre- 
viously ima^ned, not yet sufficient, and compulsion had to be* 
added. There remained some who might have replied to the calls 
and advice of the Government and of the Food Controller in the 
words of the song o4 Hass.m o^Bassorah in the Arabian : 

Censor of me, Ictfvo bl.fmc aiuf stint advice! 

Thou bnnge.st wearying words and wisdom vain. 

# • 

It is probable that, even if voluntary sacrifiev *had been 
altogether adequate, instead of nof quite adequate, the ^State 
would have reejuireJ ^to <‘xercise functions, unusual^o'it, ij 
order to organise tV' services offered.* The »ecd*foF Com- 
pulsory |towers made siRli aciion inevitable. It is at this 
point tlCit special care must b(‘ taken in regard to the future 
of industry. The national eonsrien^e fcjfls that this war* i-xme 
for liberty. And to ensure ^ucyefi^ the individual resigns his 
jDersoiial freedom for the time to the State in lyder to anj in 
achieving the^ common aim dhe St?lte tlfiis*bcconie'^ in ?4 

very special sense the tru.dee of the liberty of th« pi'ople: 

• . « • 

’Twas a large trust, ^n3 must l^e managud nicely i 

That trust resembles oneTif th^' mo-g: solemfi acts oia 
ment l)e{ore*it g^es acti^^e service^ mftnely whi^n it places 

* Otway, I'/ie Orphan, ^ct u Sc. i. 
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its flags in the safe keeping of a Church or of that body which it 
most reveres. lii the s?me way the Government has become 
the depositary of the liberties of the greater part of the nation. 
This process will tend to produce consequences which may lead 
to dangerous economic results. Under a systein of State-regu- 
lation of industry, initiative must bj checked. In very many 
cases the merchant and the worKer cannot employ their i^espec- 
tive energies in the manner which ceems best to them. Instead 
of acting as each considers most advantageous, he ihust proceed 
under direction from outside, and so there is the danger that 
habits of dependence may replace those of alert enterprise. In so 
far as this is a risk, it is one which m.ust be taken ih view of the 
vast issue which is at stake, and it constitutes what might be 
described as one of the " invisible " sacrifices of the war. Clearly 
it should be minimised as far as possible by refraining from pledg- 
ing the future of commercial and industrial freedom to a greater 
extent than is absolutely unavoidable. But this is not the 
only^/jiossibility. It may be that experience of governmental 
restraint has set up a counter-tendency, none the less powerful 
because at present inarticulate. Patriotic men everywhere 
abstain fn^m criticism and complaint, recognising that there may 
be important facts connected with the conduct of the war with 
which they are not acquainted; and, ev^n when their judgment 
"ondemns governmental action, they console themselves with 
the reflection Vhat it ik only for the duration of the war. Thus, 
upon this hypothesis, the declaration of peace will release a 
strong^ counter-tendency, which might easily be carried to 
sxti^ernes. On the o^ber side, governmental control tends in 
itseh to establish a species 'of vested interests, which will press 
for. tlieir continuance. In imagining an extension of State- 
activity, not much more than that which exists at present, 
J. S. Mill wa^ of opinion that not '‘all the freedom of the press 
and popular constitution of the JCgiolature would mxke this or 
any other country free otherwise than in name. And th^j evil 
ould *be greater, the hiore Efficiently and scientifically the ad- 
ministiSrUtive machinery was c(jnstiucted — th-^ more skilful the 
arranjemc^ds for obtaining' the best qualified hands and heads 
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witli which to work it^.” Though Mill's fears may have been 
extreme, there is more than a substratthn of truth in his pessi- 
mism. Whit is required at the present time is to refrain from 
taking action, as far as is possible, which would, if taken, 
determine the future. Often there are several ways of Electing 
a given aim, and it is desirable t(jat, when there is such a Cfhoice, 
the fulMrc freedom of initiative should not be cul-tailed; while 
on the other side, in so far*as State-action has shown itself 
beneficial, the way should be left open to use it in limited fields 
when peace has been secured. 

Grotius points out that serenity of mind id the conduct of 
war cannot be retained, unK'ss attention is paid to the ultimate 
attainment of peace^. Bi5t peace after this war will differ 
from the peace before it, and that will have an effect upon the 
immediate Mure of commerce, particularly in foreign trade. 
Much fury has been addeef to tly fire, and the hysteria of hate 
cannot pass away immediately, “National dislike easily and 
quickly transfers itself from the field of i)attle to that of%om- 
merce^.'' Such passion* as Bacon s*aid lovlg^go in adapting 
a metaphor of Seneca, is "like ruin which breaks itself upon 
that on which it falls'^.” It is unfortunate that the self?de^truc- 
tion of hale is not accomplished at <»nce — it is a slcfw suicide 
which only ends after 4ortg years. To hope that future^r^fling 
relations with enemy n*ations will be amicable for some ^e<irs^ 
to come w^iuld be to display am ill-infermed optimism. The 
nation ha^ a right to demand security for the industry of its 
people, and to see that any resources wl^ch are judged*vijtal 
for its safety are managed by its ov^^subjecti?, or, at least, are 
not under foreign control. But 'an impartial examination^of 
tke situation is likely to show that the^ quaiUity of ind^^tly 
affected will not be very great. Apart from this, feelmgs of 
resentment occasioned Uyvthe grievous wrongs whfch we have 
suffered may be expected to Jrge % trad« policy w1iicl#will»differ- 
• 

^ J. 0 ^ Liberty, 1887, p. 65. 

Grotius, De Jure^ellimt Paaf, xxv 2. * 

* Clark, Proposed Vtisloms Union of the iiritish Empire, i8<^S, p, " 
Ba#on, Works, 1763, i. p. 522. 
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entiate against the products of recently hostile nations. This 
is only natural, and the impulse will be supported by one type 
of thought which had become prominent bdfore tfie war. So 
far as this spirit prevails, it will mean an aggressive policy in 
externaf trade and extensive State-interference with it. At the 
preseiyt stage dogmatism upon^ one ^side or the other would be 
unwise, indeed in the past this whole subject has suffered from 
dogmatic treatnrcnt. We must be prepared to face facts and 
to deal with them as wisely as may be. The bias of ill-feeling 
left by the w^t will be towards limitation of foreign trade with 
Germany in particular. It will be impossible to confine differ- 
entiation ; and, in so far as it will be established, it may be 
likely to extend. Prohibitions, jih-otections, subsidies and 
guarantees, all result in directing commerce into channels 
which are believed to be politically advantageous. ‘ If a political 
advantage cannot be shown, th^ well-Worn free trade arguments, 
in my judgment, still apply. But the estimation of political ad- 
vantage will be extraordinarily difficult, for the distinguishing of 
it will be distorttd^by th^ remaning elements of rancour and 
bad feeling. As yet we do not know precisely what was the 
exterft aVid the consequences of the so-called German policy 
of peacefii’l penetration. ♦Much should depend upon what will 
ultifnal^ely have been proved as to its real nature. For some 
''yeprs. until the efficacy of the guarantees of a lasting peace 
have been tested by time, P, would be ’the height, of folly to 
run any avoidable risks. Thus the problem contains a large 
element which is piirely political, and all that the economist 
can do is to point oill tllhf^ temporary conditions will be upon 
th€ side of State-interferenefe. Besides the smouldering fires 
of national reseptment, there will be the immediate recollection 
of the horror of war and the firm convictiAh that nothing 
possible will be^ wanting in nati<t^nal preparedness. Closer 
relations with Our Allies>^ who, rely fuore upon State-action than 
we have beenfn the habit of doing, will also exert an influence, 
and the probable b‘'ture partnership of the Domirions will oper- 
ate in'tlie same direction. The war wilfhav?* lastecj long enough 
to h^bitifate people’s minds to the environment of hbftilities, 
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and th5y will not be able to divest themselves of theia whole 
mental outlook just because peace has-been proclaimed. 

War eco«omic^are mainly, though not altogether, dominated 
by the consideration of "short periods." The wider aspects of 
post-war phenomena will involve the broader visioi^ of the 
"long period." Here a fundamental condition will be the new 
exigencies of national defence* particularly in ,providi% Tor 
an adequate naval strength. It may be anticipated that 
this will lead* to a much closer collaboration of the Dominions 
and Possessions both ifi policy and financial responsibility, 
while the latter will react upon commerce. ,(Tne method by 
which this object might be ^attained would be the establishment 
of a Customs Union for tfi^ British Empire, and those parts of 
it which at present derive most of their revenue from import 
duties could, easily adapt themselves to the change. The • 
correlate of a Customs Union would be a freer trade within the 
Empire; which in process of time might develop into inter- 
imperial free tradei Even before the present war Pr^eslor 
Nicholson, who spoke from the free*tra(fc s^taedpoint, wrote as 
follows; "If, then, a Customs Union could be adopted by the 
British Empire with a provision for the assignment o^a g:‘rtain 
proportion of the yield for Imperial purposes, especially defence, 
it would be absurd to oJ)ject merely on the ground of theciiffi- 
culty of imposing equivalent excises. Internal frA 'tradij 
thioughout the Emp>>e, though possiye 'without* any*CilstJms 
Union, would be promoted and strengthened thereby, and the 
benefits of real commercial union are too great to be cast 
aside on account of a literal interpre^atiqfi of free trade, which 
is as little defensible as the literaj firterpretation of a scriptural 
text badly translated from the original^" Su(;Ii “a Custcyus 
Union for^the whole British Empire would be fhe*most powerful 
instrument that ever existed, if it could be used effectively, 
either fori'commercial agrgements or for reti^liation*." This 
view* is based on one of the tw5 "Utopian" schemes of Adam 

^ Nicholson!^^ Project of JSmp^re, 1909, p 264^ It may fje uoted that 
ttiis scheme ipclude^ othef taxes besides Custtims duties. 

* Ibit p 26 =?. * 
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Smith*^ (the other having been his recommendation ' of free 
trade for Great* Britaij^, and I refer to this "golden dream” 
of an Empire in actuality rather than "ip imagination” in 
order to eliminate the feelings of anger which cannot fail to 
exist di^ring a war such as this has been and arc likely to survive 
for some years as an aftermath of tfie struggle. That forecast, 
it wih be notjced, is founded, liot upon passion, but upon the 
fundamental needs of defence. .From the economic point of 
view it is reinfoi*ced by the prospects of commercial agreements 
with the Allied nations. Thus, if consolidation of the Empire 
proceeded by “ftps method, there would be a loss of freedom of 
external trade in one direction and a gain in anofner direction. 
Changes in foreign relations have jnade great and important 
additions to the list of the Allied nations, and thus the proportion 
of our pre-war trade which was carried on with ('ountries now 
united with us has become much larger since the beginning of 
the war. This is open to possible commercial agreements in 
addition to the suggested Imperial Customs Union. But the 
magnitude of thf f^fade a/fected will, in all probability, make 
the framing of such agreements, in ^the event of the task 
bein^ atj^empted, more complex. Much will depend upon the 
character iof the peace which will be secured, namely whether 
it \^ill be one which will render a continuance of a species of 
, mobilisation of commerce necessary, Qr, upon the contrary, 
wh'etherHhab will not be necessary. In ^ny case, it is probable 
that, for some time to come'", commerce with countries lately 
hostile will be subject to limitation ; while, upon the hypothesis 
of a Customs Union* ^nd,^ commercial agreements, there would 
probably be a reduction id ^rade with the few nations which 
will remain n<eutral until the end of the war. Also the obscure, 
thou'gh, none ’"the less important, effect upon the shipping in- 
dustry must, not be lost sight of. As yet it is difficult to esfjpiate 
the balance of^ economic gain «r loss,*' whether it rvill incline 
to one side or to the oVher. ^As for the political advafitage, 
.jt may be the*^polific»l necessity, that is for the st^te^an to 
deteripipe! In the^'wo^ds of the*econopiist,4^whose work thege 
t ^ A' Smith, Wealth^^f Nations (ed. Caiman), ii. p. 419. ^ 
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lectures commemorate, "The legislator is neither chemist, nor 
physicist, nor physician, nor econonyst, noi* moralist, but all 
of these ii somfj degree, and something more as well, in the 
sense that he must gather to a focus the complex calculus of 
probabilities, the data for which are supplied by th^ separate 
investigators b" More tli|m in tlie past a well-balanced judg- 
ment^ will be required, sometfiing which will be sound, •sane 
and impersonal like the (fip6vifio<; of Aristotle with at the 
same time t*hat rare quality of political intuition that divines 
the future. The latter Is to be sharply distinguished from those 
who frame merely attractive schemes which,, vJfiile grandiose in 
conception, *fail when tested by reality. The difference is well 
expressed in the lines of^Savage: 

Men, wilfl of brain by heated fancy swayed 
'St(!!hd of sage judgment; judgment, that of old 
Has founded, modelled, rendered empires great, 

And settled standard llws'-*. 

The future of external trade cannot be developed«further 
until in the next lecture something has^'b^en said about the 
character of the commerce of a maritime power, but there still 
remains one aspect of fieedom of commerce which caifls ftr com- 
ment. In the discussions of the organisation of tcade during 
the early years of the present century one aspect of tjje ^bject 
received undue prominence. Free trade, from thq politigiaif s 
point of^view, ineanl; absence <?f duties upon British import*: 
free trade from the economic point of view means the maximum 
commercial and industrial opportunity J)oth in trade *.t home 
and overseas. Production at.hojrlb c 5 n be made much more 
free. It has been restrained W much inertness, and alfo by 
many conventions and customs which ^re ajja^ironism^irf the 
world erf to-tlay and which, if they were continued, would^ 
be serious impedimerds* in the world of tD-mo?row. Also, it 
is Jto be hoped that tlji p^iod ^f emergenc}* restraint of 
traefe will not leave any uiwiecessary survivals when industry 

jcw;ii>, j /ic .jiuic m m\. elation" to Lubour, ib82, p.^29. 

Savage, Sir Thomas Overbury, 
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iias readjusted itself after the war. Great Britain took up 
irms in defence oPliberty^ and it would be one of the most tragic 
ronies' of history if we secured political freedom foi* oppressed 
lations on the field and found that freedom of industry had 
3een partly lost at home. Knowledge, application and judg- 
nent should be effective in securing to the nation the immaterial 
Tuit'S uf its trials; so that thd fine spirit of achievemejit in 
drcumstances of the greatest difficulty and danger may have 
:ree play in resuming the material development* which was 
irrested by the war. 
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Kept than tlie sea about in special!, 

Which of England is the towne wall. 

As though England were likcn^'d to a citie, 

And the wall environ >vere the sea. 

Kepe then the sea that is the wall of England: 

And than is England kept by Goddes hande; 

That as for any thing that is without, 

England were at ease withouten doubt, 

And thus should every lopd one with another 
Entercommon, as brother with his brother. 

And live tvjgi^her w^erreless Ei uiii*ie, 

Without rancour in very charity, 

In^rest and peace, to Christes great pleasance. 

Without strife, debate and variance. 

Lihel of Fnglisn Policte, exhorting all England to keepe 
the Sea (written about 1437)* 
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During the wars of the French Revolution the aged philo- 
sopher Kant wrote his essay on a perpetual peace, an ideal 
which he described as*no mere empty dream^ but as a problem 
which, by approximating solution little by little would, at 
length, accomplish its aim^. It needed no little courage to 
enunciate this ideal at ‘the time, and Kant was so conscious 
of this that he, began his treatise by a reference to the place 
where he ^ad found his title. It was the inscription upon a 
picture of a cemetery. * And he goes on to say that in the wars 
which will happen before the coming of that peace which will 
be unbroken, no Combatant Should use such barbarou^methods 
as would render mu^ial confidence imp.>ssfble at the cessation 
of hostilities, else the end can be nothing but a mere truce, 
tol^e followed by a war of extermination which youW indeed 
establish a perpetual peace — but gnly in a vast cemetery of the 
human race. Ratbe» he would aim as his ideal at the precept, 
'‘Search first the kingdom of pure practical reason wjth*its 
justice and this otfter tfiing (namely perpetual peace") wilUbe 
added unto you.” Of late years it has been the fashion amongst 
certaiji classes in Germany to regard^ Kant's treatise as the 
result of senility. One recalls Niettsclfc’s a^idress to the warrior, 
"Let your peace be a victory! Say ye that a good cauee wifi 
hallow even war ? I say unto you a gopd w^halloweU? every 
thing..#, And*when your soul waxeth great, it waxeth haughty* 
and in your exaltati^n^ there is wickednes^s^.” *The element p 

\ First pnnted in 1795, ^ 

*4 Euer Fnede sei ein Sieg! 

Ihr sagt, die gute Sache sei^s, dio soga?^den Kri^g heiligei Ich sag 
euch? der girte Krieg 1st es, dy )ede Sache heligt ...Und,wenn cure Seele 
gross wird^ so wi^ sie fibermiithig# und in*eurer Erhabenhe^ tet Boshr:' 

Also sprfic}^ Zarathustra, 1^93, ^ 63. 
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wickedness in the infliction of avoidable suffering in the conduct 
of hostilities must appear to us to have been unnecessarily 
increased by many of the actions of Germany; and, after 
every possible allowance has been made, it must be admitted 
that not ^a few of her actions have put back the customs 
of humanity in warlike operations by more than five hundred 
years. Some of these methods may possibly have an effect 
upon our maritime communications in the near future, and 
therefore the subject will repay a brief study. 

Invention in the end has been a great benefactor of humanity, 
but often in its fir^t stages it entails suffering. Nature seems 
to deliver up her secrets reluctantly and at the peiil of those 
who try to wrest them from her. The tale of inventors who 
have been killed or maimed by their discoveries is long, but it 
iG a new and somewhat disquieting feature that the device of 
the submarine has been directed to taking toll of innocent lives. 
This is utterly repugnant to the ciistom of the sea in the building 
up of which our nation has borne the larger part during almost 
a thousand years. , Thus an old treaty of Edward I maintains 
the ideal of taking surety and giving safeguards for the wardship 
of peace, right and equity amongst all manner of peoples 
frequenting’ the seas named in the documents That tradition 
has developed till it reached the picture of the perfect seaman 
given by the poet Spenser : 

, Then which none more upright, ^ 

Ne more sincere m word and deed protest; 

Moste voide of guile, most free from fowle dcspight, 

, Doing himselfe airl teaching others to doe rights. 

The law of the sea, namely to keep harmless women and 
childveB; and, jb tjme of war, merchant sailors also, has been 
'broken with tragic frequency in the undersea campaign of 

^ Possib?y thr original is worth quoting • De seurt6 prendre & savegarde 
doner en tous cas que mestier serra, & par ordinance de tous autres‘faits 
necessanes a la garde des pe^'s, droiture ^ equite entre toute manere des 
gentz taunt d'autre seignurie come leuripropre par illeqtie's passanz." 
Printed in^Mare Clausum, 1635, p. 276^ 

2 Sperser, T^'^e Faene Queene iV. 6, xviii. 
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Germany. And one cannot help wondering if Kipliifg writes 

a new “Song of the English" will hi still siSg: 

% 

% 

We must feed our sea for a thousand years, 

For that is our doom and pride, 

As it was when they sailed with the Golden Hind, 

Or the wreck that struck last tide — 

Or the wreck that lies on the spouting teef 
Where the ghastly blue-lights flare. 

If t>lood be the price of admiralty. 

If blood be th|^ pnce of admiralty, 

If blood be the pnce of admiralty, t. 

Lord God, we ha’ bought it fair! • 

t 


But is submarine ruthlcssness, added to other perils of the 
sea, a “fair priae”? Our whole experience— older than ocean 
travel and*extending over all the oceans of the world — answers 
that it is not. There ‘is something humanising in the spirit 
of wide waters which has established the convention of saving 
life at sea, a coift^ention — if it may be so named wjiich has 
become so firmly fi:ied amongst -our* s«af»ring people that it 
scarcely needs to be spoken. The German submarine policy— 
however much allowance may be made for the calj^us irrespon- 
sibility of nerve-shaken indivi(3iial commanders— shows an 
inability to recognise the whole spirit of the customs of the sea, 
which gives rise So several grave reflections. ^And, tl*se 
thoughts are seriouK not only from tbel)oi"t of of mateyal 
damagf but from that of the spiritual principle. Even were 
the material damage much greater than it has been or is^hkely 
to be, that would be of infinitclv less mpoj-tance to a maritime 
power, such as we are, than the explicit disregard sf this 


fundamental principle. 

As « matter of fact our forefathers suffered and overcamiT 
.■worse things than we jrf likely to experience, as may be seen froin 
an investigation of the l^ses of shipping duiang ^he Jlapoleomc 
w’afs. That enquiry is nqf ’an easy one, foj tl«ire are unfor- 
tunately ssteral gaps in Gie statistics, 

be collected tSpre^nt a gen«ral picture of the eff«oi of those 
struggles on our shipping. Usually the situativ is .egarded 
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from its 'Hnal result which left us with more ships than at the 
beginning, but the stages by which that result was arrived at 
are not without a lesson, and perhaps some comfort^! 

It may be premised that in 1792 the number of ships owned 
by Great 'Britain, the adjacent islands and the Colonies was 
16,079, with a tonnage of 1,540,145 c.r an average of 96 tons 
per sfiip 2 . By '1803 the number of ships had increased to 
20,893, the tonnage^ to 2,167,863, giving an average of 104 tons 
per ship^. It is an interesting and instructive coincidence 
that in 1913 — after no years — the number of ships belonging 
to the United Kingdom and registered under the Merchant 
Shipping Act of 1894 was almost exactly the same, being 
20,938, while the gross tonnage had increased very greatly 
giving an average of 932 tons per vessel^. , This figure of 
approximately 21,000, as representing the number of ships 
of Great Britain and the Colonies in 1803 and the number of 
ships of the United Kingdom in 1913, is worth remembering, 
since it .affords a convenient basiS of compatison of losses at 
the two periods. . ' ' , 

During the Napoleonic wars the Government of the time 
was not' conr,municative concerning British losses %f shippihg, 
and the position has been qbscured by the record of history 
havings contented itself with the final rerult, thereby omitting 
what js important at present, namely the processes by which 
thf?t result was attained, c As is well kno^n, the end of the 
Napoleonic wars left our mercantile marine stronger than it 
had beeq, in 1803 or at any previous date. But much had to 

^ As far as the existing position is concerned due allowance must be 
made Too the increh^ec^ iir^artance of shipping, both for military aad 
other vitaf ns^eds. The final cure for the submarine menace ‘.s the technical 
one of the capture or destruction of hostile undersea craft, but until th'at 
iS attained wilh certainty, it is practical w’Sdorii, both from the standpoint 
of the present ar-d thte future, to build, at least enough shipping to make 
good the losses. , ^ * 

* G. Chnlmers, An Estttna^ of the Comparative Strength of Great Britain, 

1794, p. 285 ® e ^ 

^ G. R.‘n 3 rter, Progress of the Natto.i, 1838, Sections iii. and.iv. p. 171. 

* Statrfical ^.bstract, 1914, p, 360. 
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be done and suffered before this consummation was Cached. 
It is often supposed that we gained by ships captured from 
the French ; but, as a matter of fact, the balance of captures 
was very much against us. The French took no less than 
twelve times as many British ships as we succeeded in seizing 
French vessels. It is trije that many American prizes were 
secured, but not nearly enougR to make good our losses to the’^ 
French. It is almost paracioxical that naval strength means 
large shippiftg losses, since the Power which can keep the sea 
risks its vessels, as dfetinguished from the enemy which is 
compelled to confine much of its mercantile marine to its ports. 
Also the usual casualties. to ships continued, indeed the per- 
centage was rather higheiiowing to the greater risks of ordinary 
navigation during hostilities. 

For thes« and other reasons the position of British mercantile* 
shipping during the first ‘fifteen years of the nineteenth century 
was one of extraordinary interest, and it is necessary to inves- 
tigate how it happened that, ift spite of losses by war ai^d sliip- 
wreck, it increased by the^end of th? \^ar» The absence of 
complete records of tlie state of British shipping makes it 
desifable to Revise a method of estimating the toti^ losses and 
the means taken to meet them. ^Thcre are fairly’ complete 
returns of the total r^gi^tered shipping each year and also^^f the 
prize ships remaining i)n the register, while there are particular 
of the amount of new %onstruction. Dgtf as to vessels pu^chase^ 
from foreigners or sold to foreigners do not appear to be avail- 
able. li then we start with the legistered tonnage in 1803 and 
add to that the amount of vessels Uiilt»V ^^^4 and th^t of 
prize ships, we should arrive at*tTlb total available tonnage at 
the later date. But we have the tonnag^n ; and, g-pcerd- 
*ingly, if that he deducted from the first totat the remainder will 
rpp*resent a fairly close^ estimate of the shipping l«st through all 
causes .dtlring the twelve ye Jrs. In^that period yie Reduction 
in fofinage, calculated in this ^ay, was over 4j pg- cent, or ar 
average «f about 4 per cent per annum^i Indeed it nTav vpel 


1 See AppencJix for details. 
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have happened that, during those eventful twelve years, we 
lost one-half the ' shipping which we owned at the beginning. 
Moreover the losses were not evenly distnbute^d. Irr 1810 they 
reached the maximum as far as has been recorded, the prizes 
taken by. the French in that year having exceeded the average 
of the whole period by 50 per cent., and being double that of 
'‘somt? years in it. Further, at the beginning the total amount 
of tonnage actually declined. It^was 2,269,000 in 1804, and 
it had fallen to 2,264,000 tons in 1806. Gradually new con- 
struction began to make good losses of all kinds, and it was 
only in this wav that the final satisfactory position was reached. 
This result was not attained at once. At first construction 
declined. In 1804 it was 70 per cent. ,of the average of the two 
previous years, and it fell by successive steps till 1808 when 
the total was only 42 per cent, of that of 1802-3. Afterwards 
there was an improvement. By i8n it was nearly normal, 
and it became quite normal in 1815. The total amount of new 
building amounted to more than one-half of- all the tonnage of 
1803, and it is no^ too much to sav that it was the strenuous 
and unremitting activities of our shipyards which saved the 
situation. , -Without such extreme application ftreat Britain 
would have emerged from ^he war with its shipping seriously, 
and e^ven dangerously, depleted. 

u After the lapse of a century shipping h^is become much more 
important to all maritime countries, and the tragedy of the 
situation for the whole world, which has arisen through German 
piracy, is that the destruction, instead of the capture of 
mercantile vessels, may leave the world’s stock of shipping 
very^greatly reduced. The aegree of construction will depend 
upon exten| to which the world’s shipyards, as a whole, 

' can repa/r losses while the war is actually in p'^ogregs. It is 
one of the ironies of the position, that Germany, which is 
^ responsible fpr the scarcity by the'inhumanity of its submarine 
and mining operations, is the only Power from which large 
aolual Captures of shipping have been made. Up to December, 
1916, Captain Schroder^ estimated that« i4-i^ per cent, of its 
mercartile r^arine had been taken and was then being used by 
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the Allies, while y-i per cent, had been sunkh Iluis^it that 
date the German mercantile marine liad been decreased by over 
20 per cei^. Tlie year 1917 has at least doubled that lo^s. 'Hie 
declaration of war by the United States involved the si izurc of 
almost another 20 per cent, of the pre-war tonnage, to which is 
to be added that taken over by other ]\)wers. It follows that 
at the end of 1917 Germany iKid lost clo.se on 50 j)er centf oi the 
shipping she owned in 1914.^ Against these losses is to be set a 
small qu<mtjty of tonnage captured (mamly*by the seizure of 
Allied \cssels at the dcklaration of war) and also the amount 
of new construction which has been (dfected«in German sliij)- 
buildiiig yafds during tlie last three and a half years. 

War is necessarily a transitory condition, but it is inevitable 
that tlie present struggle contains the seeds of much which will 
influence econoniic development in the future, perhaps even 
for generations to come. And this will be particularly ajiplic.dile 
to shipping. Our conc(‘ption »f the position of Greater Britain 
and its communiciy:ions with ^le rest of the world has remaimal 
too long in embryo. It is scarcely 3^t an explicit tflought : 
indeed, to adopt the tr*rmir(^)logy of Kant* it is not even a cate- 
gory but flic mere sclKunatism of a category. Is it possible 
to give it reality from the economic point of view, account 
is taken of possible clianges in thc^near future? T tliink that 
to some extent thisliiay be accomplished, though im^)ei^e('tl^’. 

The whole idea of a maritime State differs in it'* e^vst'fitials 
from thajfcof a land Powi^r T<iie main gate of England dofs 
not face* the Cor^tment of Euroj)e but is a water g.ite ojxming 
to the 'Atlantic Our great concern isjmot with ternt^iiy, but 
with ocean routes for trad. protection c^ these is the 

fundamental consideration m tla; (h'fence of Greater Ihatain. 
Xhus Tbe or<^cle tlu^ Athenians fouiKT'^r^ljrtrd to ii/fipret, 
namely tliat sliips ate the only impregnable ^defence'*^, still 
remains true. The ma*iatimo»Statc differs ffom the Imid Power 
in ^)^far a 5 the centre of sf aviky' of t^e latter nun.finsTelativcly 

^ Ffom* the ^nort of Schroder's paper inUi(%Muasbode oi Kutterdym, 
•Dec 29, 1916 

“ Herodotus, vn 141. 
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fixed, whereas that of the former shifts with the ceaseless change 
of the element fpwm which it derives its whole vitality. 

Communication by sea is the life-nerve of the e^stence of 
the British race in its present geographical” distribution. It 
is only i^ this way that various members of the great family 
can specialise in the kind of production for which their country 
.^fits^.h^m by exchanging these ^witli the others and with the 
rest of the world. The extent to which Great Britain has 
depended upon iinported food is a commonplaoe, while the 
Dominions depend no less upon outside markets for the sale 
of the commodities which they chiefly produce. The main 
reason that transport by sea has been sought t throughout 
history is its cheapness in comparison with that by landh Ports 
are required partly for coaling partly for safety, and a hinterland 
♦behind the ports for the industrious population which supplies 
and consumes the goods which are conveyed by the ocean 
routes. It appears to be a German gloss upon history that the 
most bitter and most protracte^l struggles during more than 
two thousand years have always raged round coast-lines and 
harbours^. There is a deeper wisdom hi Bacon’s remark that 
"it was not the Romans that spread upon the world, but it 
was the v/orld that spread upon the Romans: and that was 
the true way of greatness^. ^ 

, "What, railways and canals are to inland states, secure ocean 
routiis *arc to Greater., Britain and its Possessions. They are 
fne essential arteries by which its life-blood circulates. It 
follows that shipping may add to the wealth of a land Power, 
but'ds \iot essential ti^ it: whereas to the maritime State it 

< u 

constitutes the necessary link that unites the parts together; 
as it has been finely said, ships are 

Swift shuttles of an Empire’s loom that weave us,* mairr to main. 

j i 

The provision of shipping is of special importance to^a country 
whose destiiiy is upon the sea. fir must have an effective 

Mahan, T/ie Influerfe'of Sea- Power ^upon History, p. 15. 

^ Von*I?»ilow, Imperial Germany (,Eng. Trans.'-»i9i4),f^. 25. 

^ Ba^<^on, EffSays, On Plantations, c 
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c(^ntrol of the instruments upon which its internal coJimuni- 
cations depend. Even Adam Smith ^ave an approval, which 
was only lightly, qualified, to the Navigation Acts, describing 
them as being “as wise as if they had been dictated by the 
most deliberate wisdomb” This passage is too oftefl quoted 
apart from its context and«an understanding of what it implies. 
Adam Smith wrote of these A^ts in view of the^aval position‘d 
of Holland in the second {lalf of the seventeenth century, 
which he thought was then “the only naval power which could 
endanger the safety of "England." Accordin^y, the degree of 
approval which he gives to these measures ^and by inference 
to other restrictions designed for the same object) is conditioned 
by there being, at the time they are enforced or continued, 
a foreign naval P(\wer sufficiently great to prejudice the security 
of Great Britain and the Colonies. In the near future it would 
appear that it would suffico if British-owned shipping main- 
tained a somewhat similar proportion to that of the remainder 
of the world which it occupied in the years before tl^ war. 
It may indeed be necessa^ that this jw'o^ortion should be 
improved upon, since inter-imperial communication leaves 
much to be desired. Strictly speaking that compunieation, 
regarded from the economico-poIiti|ial point of view> resembles 
a coasting trade — it, is between two British ports, ^however 
widely separated they may be — and there can be no bgttet 
form of national devuopment than to*improve it by judicious 
measures. ^Closely connected with this problem is the manning 
of the sjiips. Long before the war therg was a movem^nWor 
British sailors in British ships. If I 4 iis ^aeaat what the words 
imply, namely, the employment ©f s*ailors born in Great Britain 
^nly, it was too narrow. In 1913 SS’T^nejj^c^nt. of thy.tcftal 
seamen were British subjects, and 11-3 per cent. fc«-eigners. 
wjiife the percentage of Jl^e latter tends on tllp wheffe t^ decline^. 
It would Appear that, apart from certain special sgrvi^es, such 
as tflat of pilots, the proportion of foreigners giges iittle ground 
for anxiety, j^ut, considerinj^ the importance of the seaman ?n 

^ P^. SmitK, Wealth of Natir>}i': (cd Cannan), i p. 428. 

* Stati'ihcal Abstract, 1914, p. 303* 
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the organisation of the British States and his essential functi9n 
in their interconnection, (his status should be improved. By 
the exigencies of ocean voyages, a large parl^ of th(^'seafaring 
population is debarred from exercising the important function 
of citizefiship in voting for members of Parliament. It is a 
seriou^ defect that an interest, upon which so much depends, 
'’should be able to record its siiffrages only with irregularity. 
Though some changes in method v/ould be necessary, it should 
be possible to devise a scheme by which opportunities would 
be given to the ^reat majority of saildrs to record their votes 
probably upon a special franchise suited to them. The delay 
which would be involved would not be very greatly in excess 
of that which occurs in completing an election in the con- 
stituency of Orkney and Shetland. In particular if the time 
comes when there will be some representative body for the 
British Empire, the men who control the essential mechanism 
which connects the parts should have an opportunity of making 
their vpice heard in the determination ot the policy of the 
whole. . ( 

Adequate shipping requires sufficient naval force for its 
defence. J'.ven in time of peace, the seas must be policed, 
in order to prevent wrong ^tnd injury being done. Piracy and 
slave, trading soon show sporadic attempts to recommence, if 
control is withdrawn. That the seas have become safe for 
international commerce is a great, but. almost unrecognised, 
work of the navies of the maritime Powers and in a"^high degree 
of that of Great Britain. Thus there has grown up what may 
be called for the sake of brevity the modern custom of the sea ; 
and^ in my View, it has been one of the greatest errors of 
Germany that this been violated by the inhumanity of her 
submarhie operations and the policy of indisotimipfite mine- 
laying. Unless tl^ere can be guarantees against the recurrence 
of this, it will mean the loss of much progress made In the past 
towards mgmtpining safety of*’life at sea; since, even in'^time 
di peace, the impli^d^^’menace would still remain. Jh*? better 
minds'^amongst seamem in the modern <A^orl(t,‘'nave had a deep 
and dmos/ religious sense of the high purpose of their calling. 
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For instance Camoens makes Vasco da Gama pray* in the 
following terms; 

Be now the saviour God, 

Safe m thy care, what dangers have we past! 

And shalt thou leave us, leave us now at last* 

To perish here — our dangers and our toils 
To spread thy la^^sh 

Raleigh concludes his 0}fscrvatton$ upon tfic iMavy and Sea 
Service with* the words: "for well we know, that God worketh 
all things here among ds mediatel}^ by a secondary means, the 
which means of our defence and safety btfmg shipping and 
sea forces afe to be csteem^'d as His gifts and then only available 
and beneficial when He •withal vouchsafeth His Grace to use 
them aright'*^.” Jii a more concise form one of Nelson's com- 
manders ex^^ressed his ideal to be inflexibly just in order to bef 
effectively humane^. 

Justice and humanity have been the main characteristics 
of the great seafaring naticms, and these must renniin the 
essence of the developrner^ of oversc:f cgmmmications. It is 
these that have made fhe freedom of the seas and only by these 
can •the freedom of the seas be maintained. Ar^l fr«m this 
there follows that security of sea-ljarne commerce Y^liich mari- 
time nations requirt^. . 

The circumstance^ of the British peoph'S, as a'maritiiHe 
State, have involved ^r the sake of tli^ii* trade a prepon'derance 
in shippinl!J-and therefore adecjuate sea power to protect that 
shippinj^. It is tor the woild to judge whether the law of the 
sea, by which Great Britain boiMid Jiers^^lf and which* she 
enforced, is more conducive to. civilisation and ’progress^ than 
that which Germany proposes to subsjjtute for it. . 

The ^resont war might almost be s^ ^o have, added a 
^hiKl dimension to hostilities. Prior to the twepntieth century 

^ ¥he Lusiad, Book vii (mitjuc'j i ran.'jiation ;, ci lyjtci^o aa v lagem fez 
Dorn. Vasco da Gama em 1497. 1^38, pp 1.4 

^ Raleigh, 1751, ii p.ioj. 

® Sir Algxande» Balf Governor of Malta, Coleridge, 7 M Ftie - 
3rd Lnaading Stage, Essay 3. 
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battles 'were confined, with a few minor exceptions, to tl;ie 
surface of the e4rth an(J of the sea. Now they have been 
extended from the horizontal to the vertical plafie by the 
new engines of air-craft and submarines. Both have an effect 
upon communications. As far as the experience of this war 
has shown, even when the submar, ine has been used as by 
'Gerfiiahy, it has an effect in ?he temporary interruption of 
shipping; but it appears to conform to Mahan’s description 
of the ultimate futility of commerce destroying^ ‘^ince it has 
not sufficed to liberate Germany's oefean trade, that having 
ceased for all practical purposes since the war began. There 
is the converse side in the relation of air-craft to communications 
by land. In the latter case it would c,eem that, in at least one 
respect, the aeroplane has an advantage ovQr the submarine. 
It is usual to speak of ocean routes, but, in an open sea, the 
course from one port to another can be varied, if necessary. 
A successful attack by a submarine has no effect in impairing 
the route itself — to bomb the seu is useless— but a successful 
attack upon land communications has relatively permanent 
results. Damage to bridges or the permanent way of a railway 
will jeejuire^time for repair. Traffic by sea is almost indefinitely 
flexible. It is like some of /,he enchantments in old romances, 
wher(^ however the body, which is protected by magic, is 
woupded the hurts close themselves immediately. But the 
injury inflicted upon Lind communications requires time to be 
repaired, and alternative routes are often fully us^d already. 
Thus, on the whole, it may be conjectured that the balance 
of invention is not uiifa\wurable to the defence of marine 
transport, and it might even have tended to be favourable if 
the< dvcjtates of humanity in war (which it was believed were 
firnfly establisheci) had been observed. ^ * 

These are highly’-technical points which fall largely, though 
not altogether, outside the scope ®f the present discussion. 
But they h^.ve ^an intimate coVinection with a related • t6pic 
wi thout some referenped;o which the reasoning would he mcom- 
plete. AVaffare, as has-^ been ,^shown, has e^fended into the 
^ MalAlii, Thi Influence of Sec-Power upon History, 1660-1783, 
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tiiird dimension. Is it possible that commerge may ultimately 
do the s^e; and, if that should happen, what would be the 
effect upon the% communications of Greater Britain ? This 
cannot be described as an altogether speculative proposition, 
since before tlie war a company had been formed in tiermany 
for the carrying of passengers by air-ships, and during gjie^ war 
a few spectacular voyages were made by cargo-carrying sub- 
marines between Germany And the United States. 

On the supposition that in the future submarines might be 
employed to carry cargo to a considerabl(^extent, it seems 
probable tj^at such a development would* not produce any 
marked effect upon intercommunication between Great 
Britain, the Dominions * and Possessions. The submersibles 
would require p(»rts and loading and unloading facilities not^ 
very dissimTlar from the present day cargo vessel; if anything, 
secure and well-equipped harhipurs would be more rather than 
less necessary. Accordingly, the advantage which the British 
Empire enjoys in its fuel stations would certainly tnot be 
diminished; and thcrgfoi(jf if this change c!lme, it would lead 
to no disturbance in the communications of Greater Britain. As 
to ifs probability, apart from some limited speci;rf jusd which 
might be discovered for submcrsilTic craft, they do*not appear 
likely to be of importance in commerce. At present yicf have 
an advantage for pufposes of war (which may or n^ay n#t be 
permanent^in that !!icy, can escape •detection when occasion 
requiresjt. The future course of invention cannot be predicted, 
but, as* far as available information extends, it is evident J:hat 
in the more immediate future tly3 Tosf of tarrying freight by 
submersible would be prohibiti\^\ • 

• It has already been shown that 4»hvin^^eHtion o^*adrial 
navigation has given a maritime Power advantages ifs regards 
oommunications over oije \^ghose strength is on lan^ . Should 
air-^hips be adapted to j/imnjercial^ purposed, the biilance of 
advantage would be in part ro^^ersed. Assuming tlmt passengers 
are catri(?d, that foreign Powers i^o%ld give facilities ^or 
•landing fo; the aupplf of petrol, the advantage of pcffft would 
be t§*some extent neutralised. Aftcess to the sOa wdlild no 
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longer *be as injportant as it is at present. Should thh 

development come, it wauld in all probability apply first to 

urgent passenger traffic, since a very great saving in time 

could be effected. This would have an important effect 

upon tffe representative and administrative organising of 

the consolidation of Greater Britain. For purposes of 

government, distance is measured more by the time consumed 

in travelling frorp place to plac^ than by actual mileage, 

and therefore so great an increase in the speei of transit 

would bring the, Dominions and Possessions nearer to Great 

Britain, and would remove many difficulties in the smooth 

working of a representative system. .> An Imperial Aerial mail 

might bring the towns of eastern Calhada as near London, in 

terms of time, as the north of Scotland wac before the war. 

*« 

Necessarily other places would be similarly brought closer, 
but the reduction in the time^ spent in travel would confer 
the largest relative advantage on the more distant places to 
which was applicable. The conveyance of goods by air as 
yet belongs to the'prwince of the wntei; of scientific romances. 
But who can say with confidence that it is impossible? In any 
case sifch^a change is not likely to come quickly; and, even 
should it take place evenf':ually, much will have happened 
in tht rneaiitime. The distribution of* population may have 
clianged as between different parts of thor Empire, and some of 
the Dominions, now called new countries, ^Vill be on the way to 
become old countries. Trade routes would nof'bg greatly 
changecL though the^ density with which they wer<e used 
would possibly be diffeVent^ ^ Even assuming that considerable 
freight were diverted from tire sea to the air, nothing much 
would .happen, bey qpd the smoothing out of some of the routes* 
in places' to make them straighter. Granting fhat 6ur ports 
would bejes^ essential — being now vsed by that traffic still 
carried by sqa — the geographical dis'persion of British territory 
might be expected to suffice, at least in part and pdVhaps 
altbgether, to make gfodd the loss of traffic at tl^pxisfing ports. 
It woufci^'be favourably Situated to tap Aany*of th^ important 
new rbutes.^ Where there.* was a long stretch of ocean' be 
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versed conditions would remain much tjie same, except 
where th^ ocean route greatly diveuges from a straight line 
owing to the configuration of the land. On the other side, 
where there is a sea route and an overland route, it would not 
follow that the air course would follow the shortest strilight line 
over the land. Possibly ^he same conditions— which c^count 
for the irregularities in railwJy maps, namely* the collection 
of traffic — would compel th<! new service to^ descend at those 
places (or some of them) where goods are at present collected 
for transportation. 

Looking^back over the histoiy of invention during the last 
quarter of a century, and taking account of the acceleration 
that may follow this war,* many and surprising discoveries may 
be anticipated. The nature of these cannot of course be fore- 
casted; buf, judging by the possible application of some which 
have been considered as hypotjietical, while there will be gains 
and losses, there is nothing in what can be guessed concerning 
future developments, even of a revolutionary chari\ptcr, in 
communication which^ce4 occasion serb us* anxiety. Rather, 
given energy and determination, a continuance of success in 
overseas trade may be expected. ^ ^ • 

While these considerations are niDcessarily highly speculative, 
no apology need be made for discussing them. The Greeks had 
a saying that the bdst prophet was he who guessed rigjitlj^, 
and peace treaties an!l reconstruction involve the looking ahe^d 
for a peyod so great that we can do little more than guess. But 
it is at? least something to guess not ig^tiobly, when t^p future 
of an Empire is concerned. On yi^material side in a maritime 
State such as that which unitesp Great Britain wi*th the Britons 
►beyond the seas, there are few things more ipiport^t than 
sh^pin^, the indispensable mechanism of intercommunication. 
The nature of that Sta^e fyis given us a^^ilace of jmportance 
upgn the seas; but its gj^batness, both in peace #n(i war, will 
depend upon the "inflexible justice" with whiih it is used. 
This Hioflght Jms been the golden threcfd*that runs through*the 
* best of oiv naval history, and^it |:roi^s as time goes«ofi. It is 
^ Mdj/rti 3 ’ dpiffTOi dtrrtf* xaXQt. * 
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this wh\ch, in the^end, will be our most powerful plea at the bar 
of history, when our case<s tried. If, when the full tale is told, 
it will appear that British sea power made for the progress of 
civilisation, then as a nation we may claim to have offered 
something, not wholly unworthy, towards the progress of 
humai^ty. 

' fhe extent ' and the limits of 'this idea present extraordinary 
practical difficulti,es when it comes into contact with that of 
the defence of our commerce and internal communications 
between the parjs of Greater Britain. In time of peace the 
minimum of restraint is likely, on the whole, to accord most 
with both ideals. No doubt there are difficulties now and 
difficulties will remain in the future, but the conception of inter- 
imperial voyages as being of the nature of purely internal 
communications of Greater Britain affords a distirittion which 
may be of practical use. Apart from this, the general conclusion 
of this enquiry leads to a result similar to that in the previous 
lecture,; namely that, after the necessary provision is made for 
defence of our cohim^rce, the maxhnuip amount of liberty is 
in agreement with the principle of justice. It is thus, and as 
far as can bf, seen thus only, that we can be effectively humane 
to all who .would use the s#a and seek the hospitality of our 
ports (^or^any legitimate purpose. 
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. Bacon in one of his Essays speaks of innovations as "the 
births of time," and it cannot be questioned that the peace 
which will follow the present upheaval of the nations will con- 
stitute a new epoch in history. The time of war and trial has 
been fruitfal in surprises, many of which were disagreeable. 
As far as can be judged from the apparent changes of plan by 
the military authorities of the chief countries involved in hos- 
tilities, wai^ produced many situations and problems which hact 
not been anticipated by those who had made it their life-long 
study. Certainly, in commerct and industry, all those who have 
studied the changes of the .past three years will be candid 
enough to confess that their expect^ationj have oft^n been 
falsified by events, ^or* is this limitation of the practical 
judgement a matter to occasion wonder when the circumstances 
are understood. Rather, the surprising fact h^*be*en, not 
that commercial and financial calJulation has been’ so fallible ; 
but, in the unprececfented circumstances, that it was»nof mu^h 
more fallible. Experience in business is largely persopa!, and 
therefore i^^more immediate influence is limited to the spdee 
of one ®r two generations. It is true that in the past it has 
been our fate to take part in many grea/ wars, but it is^ matter 
of doubt to what extent wai^time commerce in previous 
campaigns resembled that which is carried on at present. 
Even in^the last hundred years the mechanism df comncTcrce has, 
betn transformed. Not only has the wojjd been drawn closer 
together, but the ramffitatiins of credit hSve been<enormousl}» 
extended. Diplomatists*Talkof would power, but*th(?te was the 
fact ^f a world commerce *in which ^11 th^ cfiief pyaducing 
countries app^red tg be inextricabl}^ interwoven •by reason of 
mutual d^endence and mutuaf engagements. The coniDarati ve^ 
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isolation of the Central Powers was an event which seemed m/ 
advance to have ’been impossible without the rending asunder 
of the whole fabric of commercial relations. And if thfe attempt 
is made to return in imagination to the world as it appeared in 
1913, it js not remarkable that there were some who held that 
the intricacy of international commerce would make a long- 
continCed war impossible. Yet our present experience shows 
that, though there was great dislocation, trade has been able 
to flow in some Oi the old channels and even to open up new 
ones in the attempt to meet the demands of war. In fact the 
recuperative powLf of British industry has been proved by the 
course of events, as far as it has yet revealed itself, fo have been 
very greatly underestimated. 

Modern commerce finds its supreme expression in the antici- 
•pation of the future. The application of science ,to industry 
tends to lengthen the time of production, while on the other 
side what is produced is usually both greater in volume and 
more eflicient in character. The protraction. of that production 
which sieks a worlc) market makes the forecasting of the demand, 
which is not yet in existence, a necessity in almost all important 
industries. The producer must create from within his ■ own 
mind the viUon of those conditions with which he is concerned 
as they will be, not merely in the future but at a fixed date in 
that fiituie. It is necessary for him to divine how forces, which 
he cannot control, will behave, and at tl^e same time he must 
cO-ordinate with these forces olher causes the act>ii of which 
he can direct to a greater or less extent. Stated in this' abstract 
form, the practical pb‘blepi seems to be one of remarkable 
difficulty; but, in normal Circumstances, it is accomplished 
with sufficient general precision. The task of the producer 
is facilitated by the continuity of events, where the, changes 
which happen are regular, and move in certain directions which 
'^can be esthnated. Many conditions Which exert greal weight 
in the ulnmhte effect remain relatively unchanged; and in 
nor/nal<circumstanceSj fhese may be neglected in framing fore- 
casts. But in the abnormal state of wg^ all this is changed. 
Not only do new and highly uncertain phenomena emerge with 
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disconcerting suddenness, but the causal values of old coijditions 
CTftinge. And the function of judging and la^^ing plans for the 
future is rendered more difficult by the fact that, despite the 
somewhat vocifenous claims of “scientific management," the 
higher forms of commercial skill have remained essentially an art, 
and thus the process is largely instinctive, as it is almost in- 
articulate, Those wlio are most successful can rarely •xj^lain 
the thought-processes by which their conclusions have been 
reached, indeed it sometime? happens that Wlieir own account 
of the reasons which haye prompted their actions represents not 
those that in reality determined them, but merely such as chanced 
to remain their ‘memory when the course of their mental 
activity came to be reviewed in reflection. There, as in othei 
instances of what is sometimes called the "creative imagina- 
tion," the thinker* becomes absorbed in that which his mind is, 
fashioning, Ind the stages of progress towards a final practical 
result become merged in the actual end to be attained. It 
follows that this submerged character of much of the planning 
of practical life makes it exceedingly ^difficult to inc(^porate 
important new conditi§ns 4 ii the forecast fincT at the same time 
to give due weight to the altered values of those old conditions 
which survive. In such circumstances, particularly^f Jiostilities 
come without warning, the first r(^ult is a feeling t)f conster- 
nation. What happ^rfed in 1793 was described iiy gfaphy 
terms by Sir Francis Tearing, the founder of the famou§ House 
of Baring Brothers. •A circumstance^" he wrote, "which very 
materiaHy contributed to produce the distress of 1793 was the 
sudden,*unexpected declaration of war. That dreadful calamity 
is usually preceded by some iryljcation vVhich, enables the 
commercial community to make preparation. On this occasion 
•the short notice rendered the least degree of geTieral prepAfation 
impossibft^." But the financiers and traders of the *last half 
o( the eighteenth cent*isy v^'ere far from being unacquainted 
witli whereas at thfii*be^nning) of the t^venaeth century 

there had been little experience of any but very'^mihor contests. 
• • > 

^ Tooke rathei* dispute the effecj; of the» war in coiiln^uting to the 
discredit of tlte periefd. History of Piices^ l. p. m. 
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Accor(ingly, the shock and the disturbance of the summer of 
1914 were all th(? greater, and enterprise was at first stunned. 

Gradually and, at firit, very tentatively, business began to 
adapt itself to the new and strange conditiorKS. The very state 
of hostihties which had dislocated commerce forced it to resume 
by the insistent demand for naval and military supplies of all 
kinds.c- Just because we are living w^th war-industry around us, 
and because changes have come gradually, these are liable to 
escape attention Gn the midst 01 the exceedingly grave pre- 
occupations of the time. One of thes^^ characteristics of com- 
merce in war time is the limitation of prevision. The control 
of industry in the interests of diplomatic and military exigencies, 
uncertainties of supplies of materials 'and difficulties in obtaining 
labour, the new risks of communications overseas, the fluctua- 
, tions of military success in various theatre^ of war, all unite 
in making any estimates of the future hazardous in'the extreme. 
Also there are influences whichrare mainly psychological. The 
general attitude of the mercantile community in the early 
months of war had ai\, important influence upon the scale of 
production during th'e first stage of hostjylities. In the sixteenth 
and seventeenth centuries there was a prevalent opinion 
(which v/aTii probably erroneous) that commerce prospered 
during war. Hence there Was enterprise and confidence, with 
Jhe fiieqtent result that the ill-developed 'credit system of those 
tim^ was unable to ,bcar the double strain of financing war- 
expenditure and supporting an active state of industry, with 
the result that crises ensued^. In 1914 the unexpected 
declaration of war, thp strangeness and the dread of hostilities 
upon so large a scale and tjie almost complete absence of data 
conduced to the contrary consequence, and at the beginning 
of the^f)resent struggle 'production was severely curtailed. Th6 
majority of those ^directing industry contented themselves at 
that stagt by wafting upon eve<ats instead of attepipting to 
anticipa'ce a^hd control them. The great risks of so great a war 
unden modeVn ^rinditions in its efi'ects upon commerce were felt 
so strongly) that they tended to crush initiative. 

Scott, Joint Stock Companies, i. pp. 464-470.'' 
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^ The attitude of mind which I have endeavoured to interpret 
was only a first stage though an important on^. Towards the 
end of 1914, or at least early in 1915, it was succeeded by a new 
phase. Some of the most serious risks of the first weeks of war 
(such as a breakdown of credit or a general interruption of 
ocean trade) seemed to have disappeared. The circulation of 
money, disbursed by the Go vernpient, began to act as a stirflultint^ 
to trade, and a number of industries became active. Such 
activity however was not normal. It was coAfined to a group 
of trades, such as those^ contracting for the Government, and 
later to others which experienced an improvecitiemand through 
the increase ^f wages in munition areas. At this time there 
was a second danger-point* namely .the risk of speculation in 
:ommodities. Shortage and interruption of supply with rising 
prices tende^ towards a disposition to accumulate stocks, but 
this was checked by the intervention of the State, on the one 
dde by a gradual and growing coiftrol of markets and on the other 
by the institution of^xcess proto duty. In principle, widespread 
liversions both of demand and supply kave paused terrf^>orary 
[nonopolies of stocks cJf certain goods, while there has also 
b^n something of a monopoly in several kinds of skill and 
ipecialiscd ability. In such cases, especially in ^x?riods of 
national crisis, it is desirable thaf the Government should 
-egulate the supply of stocks and services where War ha* 
:reated unexpected monopolistic advant:ages for indivkluals. 
That regulati^^ again acted as a distinct check upon the nascenf 
speculative activity. Further, the combined difficulties of 
obtaining labour and raw materials compelled very ‘many 
manufacturers to restrict themself to short views, and they 
were forced to content themselves with attempting merejy 
’to carry ^n," rather than to frame large plan^ fot thejiture. 

External influences co-operated with purgly meptal qualities 
;n limiting and restraiffirtg ^aRnticipations of the future. The 
ffianftej of war, the fluctuation# of campaigns ext?ndfing over 
such a wide area, the persoSal anxieties^ ari^ng*out of t^e 
dangers of relatives in tlje Army, all togeyier exerted afi i^uence 
upon tjie f<fcillty*of judgment. Nervous strain inevitably. 
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though insensibly, checks the imaginative faculty, at least 
amongst a nortliern race. This is not a necessary consequence, 
sometimes it is found to induce an extreme mental activity in 
which there is an element of fever and excitement. There is 
over-stimulation, and the poise of the judgment is impaired. 
As far as this war has proceeded there are few signs of the latter 
, characteristic. Generally spe^»king the broad effect upon 
commercial forecasts has been to emphasize the need of caution 
and a dispositioh to avoid the forming of extensive plans for 
the largely unknown conditions which will arise after the war. 
In this attitude,, of mind there appears to be an element of 
unconscious adaptation to our surroundings at the 'time. Stress 
of emotion — and it is only those who are either sub-human or 
super-human who can view the agony of civilisation without 
passion — inevitably influences the reason and imagination, 
even to the extent of playing havoc with the measuring of 
evidenced Thus, although the inspiration of great events may 
be missed, it seems on the whole to be wiser to restrict anticipa- 
tion. Commerce, industry, credit and finance for the time 
have been made subservient to the rliilitary art. It is as if 
they Jiave been moved to quite a different plane from that 
upon wliic*li they had their being in time of peace. Thus the 
activity of mind in forecasting the future in the later stages 
of the War is not so much abnormal as* sub-normal. Psycho- 
logical and external conditions both tend to restrict it. No 
doubt it chafes against the restraint which it feels is checking 
its power; but it seems better, for the time, to recognise the 
liinits which , war creates, rather than, by ignoring ‘these, to 
risl^^a catastrophe by neglecting all those difficulties, whether 
subjective or objective, which the circumstances of the time 
impose. 

This analysis ir only the starting-point for an approach to 
the main problein of the present lecture, namely hov^ with the 
data at present available, we are to regard the future oricom- 
n:;erai when peace jhas been re-established. In this discussion 
there^will'be involved, not only the forecasts of men of affairs, 
c ^ Yenn,,Lbgto of Chance, p. 65. 
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J3ut the interest of the general community. For a natioft whose 
trade was its very existence, there has been ih the past a pre- 
valent lack of attention to the state of industry and commerce. 
In the present century much thought and effort had been given to 
schemes of social betterment, and tliis was laudable. Qu,t when 
war is ended, the rapidity of recovery from its material losses 
will be very largely condifiom^ by the extension and ^ucT:es^ 
of commerce. Since every citizen will be affected personally 
by the rate it which that recovery takes plaCe, the underlying 
condition in the future fctate of commerce will be of surpassing 
interest and importance to him. It foIlo\^ that industrial 
and commeirial conditions in the first years of peace deserve 
the most careful considefatiou. I^ut the forecasting of the 
future is subject to quite exceptional dilhculties. In iqi6 and 
up to the spring *of 1917 activity of mind in the making of* 
well-judged anticipations may be described as sub-normal, 
paitly for reasons already stilted, partly too through other 
causes. The slresj of the tgiies has called many of those, 
who direct industry, to the performance of c)ther task? which 
are designed to aid thciOcSional cause, ancl consequently much 
thought aftd energy must be diverted to these special ^duties. 
Also, except perhaps in some of the specifically waf iftdustries, 
the assistance of all the younger men, who filled coinparatively 
responsible positions* has been withdrawn. As 9 . result, 
almost all the leadership has become concentrated in tho hands 
of the middle aged or of those wlx) are older. Hence somethin| 
of the buoyancy and hopefulness of youth has been absent ; and 
it may 15 e doubted if the stimulus of |i grjat national endeavour 
can wholly make good what is waftting. • ^ 

Altogether apart from the sut)jective side, there are all the 
lincertainties which arise out of the s^ituatioja ifself. ^ At any 
tima the imagining of the future is difficuy:. E^en in normal 
tiTnes the. possibilities 'of ertor are great. * These fiave been 
descffibed in a somewhat •diffeient connection by*Dr*Venn in 
the following terms: — “Our Conviction generally Tests upoj^ a 
sort of chaotic ^asis composed of an ij^finite numt^r infer- 
ences jnd imdlogfes of every desciiption, and these moxeover 
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distorts by our state of feeling at the time dimmed by tha 
degree of our recollection of them afterwards, and probably 
revived from time to time with varying force according to 
the way in which they happen to combing at the moment. 
To borrow a striking illustration from Abraham Tucker, the 
superstructure of our convictions is not so much to be compared 
to Ihe solid foundations of an ordinary building, as to the 
piles of the houses of Rotterdam yrhich rest somehow in a deep 
bed of soft mud. They bear their weight securely enough, 
but it would not be easy to point out accurately the dependence 
of the different pj?rts upon one another. Directly we begin to 
think of the amount of our belief, we have to thinlv of the argu- 
ments by which it is produced — in fact, these arguments will 
intrude themselves without our choice. As each in turn 

' flashes through the mind, it modifies the strength, of our con- 
viction ; we are like a person listening to the confused hubbub 
of a crowd, where there is aI^^^ays something arbitrary in the 
particular sound which we choose to listen to^” If this be 
the case in ordiparj^ Aimes how much more difficult is the 
problem, when, to adapt the metaphor, do not know whether 
the upheaval amongst the nations may not have caused the soft 
mud at tfie^oundation to shift ? Or when there is added to the 
noise of the crowd the concussion of great guns heard in the 
^istahceV There are few who have the power of abstraction 
and concentration whteh according to oije account is attributed 
{o Archimedes who is said t« have been found by a Roman 
soldier so deeply immersed in a problem that he was liot aware 
thkt Syracuse had be&n stormed^. Rather one notes as more 
hum^an the tragic note in ttte postscript of a letter I received 
from^a Belgian colleague during the German advance in 1914 — 
“as I Wi;ite,'''he caid, “I hear the guns of the enemy-^and they 
seem to be coming* nearer.” 

^ It is cfear that estimates of thb, future are beset with excep- 
tional pitfalls. Indeed ft alrrfost *'6eems that in the ,s| 5 ecial 
ciscumstances prediction is useless. Yet there jeipains a 
certaii^ stilVdy optimism whicjfi refuses ^to be /liscomfited, and 
' Lfjtc 0/ fhance, pp. 66, 67.*' * Plutarch, Life of Mandlus. 
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anticipations, some of them not well informed, are* being 
ventilated with enthusiasm, and oft^n advanced by vigorous 
propaganda. It not infrequently happens either that those 
most acquainted with the circumstances offer no opinion or 
else, it may be, that two men with apparently equal oppottunities 
of judging reach opposite conclusions as to the future. Thus 
there is the danger that schemed for reconstruction — to mention 
only one instance — may be ^initiated and developed by those 
who are unable to envisage possible future events in their true 
perspective. And there may be another danger also. What 
I have called the sub-normal power of anticipation will not last 
amongst the business coyimunity. When an Allied victory 
has been secured, the mainspring of^hope and enterprise which 
has been pressed down for so long, will be released, and there 
will be a di?fj)osition to expect too much from the peace which * 
will then be inaugurated. For many years, even before the 
war, Europe had been existin*g in the uneasy nightmare of 
excessive armaments. If, as deeply to be hoped and^as may 
be expected, it seems tlKi4;^ the menact'^o^ nr^litarism has been 
dispersed Jike an evil clream, there will be the beginnings of 
exceedingly confident expectations of what the futile holds for 
commerce. Then the disposition* may be to discount the 
coming years in tog optimistic a spirit. A rebound* from 
caution is always a possibility, with the risk of e.xpecting tob 
much with consequent, disappointment. ' * ^ 

It seems i^en that whether we wish it or not, even now, 
anticipations of the early years of peace^miist be made^ indeed 
are being made; and it will not ouf of place to enquirejf 
either economic theory or past .experience suggests anything 
Jthat is likely to be helpful. It is perhaps easier tq deal wjth the 
mental attitude involved, negatively rather thefh positivofy in the 
first* instance. The natural disposition is ^ begm by framing 
schemes which are designal to remedy some prgssiyg incon- 
venierice which has impressed *the popular irr^giyation. This 
has alwAys*been a common aftermath of wac, and it is a necp,s«try 
element in rqc(fn^truction. Closely cftnnected witli i^is the 
effort*lo restore former conditions Wich had besn*replated by 
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less desirable onas during the period of hostilities. Here mir?K 
will depend upon the me/.hod employed. Piecemeal views are 
strongly to be deprecated. Action in the first case may be 
unnecessary and even prejudicial, for the phenomena it is 
designeef to remedy may be such as would not in any case 
suryiv/^ the end of the period of transition from war to peace. 
Hence the efforts to remove thern are not only largely wasted but 
they set up new conditions which* in their turn , lead to further 
effects. Or, in the second case, it is^ desirable to ascertain, 
in the first instance, whether those conditions it is proposed to 
put in the place of* others are the best in the new ci]|cumstances. 
It is far from being obvious that methods which were best in 
1914 will be equally satisfactory in the first year of peace. 

^ What appears to be required is a serious attempt to envisage 
social conditions or commerce, as the case may be, 'with a wide 
and comprehensive outlook in ojder to discern as far as possible 
what of former practices should be retained and what should be 
replaccf! by something new and better. 

Further as a natbn we are largtiy ^dominated by phrases. 
What arc called principles are often no more than catchwords. 
They ifiay r{'presont a point of view as long as the circumstances^ 
to which they are applied* remain fairly stable, though even 
tjierc*th^ living reality will often be found to have outgrown 
the fvormula which expressed it more or' less accurately at an 
(yirlier stage. But in alhthose countries #vcr which the tornado 
of war has passed, the things themselves will ‘in m^ny cases 
hgye suffered great changes, and the old principles* which 
v^ere already little more tlfaiy catchwords, will no longer apply. 
It is*once more the wasteful effort to pour new wine into the 
old bottles, when the owner of the latter will probably blame* 
the potefney of Jhe liquid* and not his own false %conoyny. 

^ Jhere is a Jab*le of jfulius C. Hare,whiyb exactly illustrates this 
point. ‘iOy:e upon a tirge," he tc^j^ us, “there was a ce^^tain 
county, ih V. hiKh from local reast ns, the land could be cfivided 
in nb*A^ay ^0 convenftntly as into four-sided figures.* A’mathe- 
matici^rf, having remarked tKis, ascerfaine^l *‘the .laws of all 
such figures; and laid thdfn down fully and accurately* His 
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countrymen learnt to esteem him a phiIosoph|r; and rfis pre- 
cepts were observed religiously for ^ears. A convulsion of 
nature at length changed the face and local character of the 
district : whereupon a skilful surveyor, being employed to lay 
out some fields afresh, ventured to give one of them fiTe sides. 
The innovation is talkt of^ universally, and is half applauded 
by some younger and bolder niiembers of the community: tut 
a big mouthed and weighty .doctor, to set the matter at rest 
forever, quotes the authority of the above mentioned mathe- 
matician, that fixer of agricultural positions, and grand landmark 
of posterity, who has demonstrated to the weakest apprehensions 
that a field ought never to have more than four sides : and then 
he proves to the satisfaction of all Iks hearers, that a pentagon 
has moreh" Hei^g difficult as it will be, the only safeguard 
will be a rc€olute search for the facts and a deliberate and <it 
the same time a fairly expeditious facing of the facts, when 
discovered. For it is to be refnembered that the resumption 
of civil life in all •its manifolfl activities wall not wait on the 
niceties of economic classification andt-a^iomnation, as it was 
carried or^ in the pasf. While examination of facts should 
be thorough, to be of use, it must at the same time be 
Vapid. The task is enormous; agd, when it is reiTiembered 
how difficult the gengr^l public found it to face the realities of 
the situation in the midst of tinu's of crisis during ifosfi^itie!^, 
not more than a modified success can b^ ifnticipated whert ('very- 
thing seems fw and promising alter peace has been concludecf. 

Reliance upon former principles is the resource of omi type 
of mind — that which is commonly cailcdtonservative, and wliTch 
in reality overestimates the importance of contihiiity. J'here 
,is the opposed attitude, which seeks and is stimulated -by 
variety. The latter type is liable to overestirrmte the n3%nitudc 
of the changes which will have been effect!^ by Uie war and its 

^ * t * 0 ( 

consequ(?nces. To it all things will seem to be ne\^ ; and it will 
be eager to try new methods^ * Here* again th^e^will be waste 
of effo<i»t, €incc, implicitly, continuity is#denied ; and Jowner 
experience is^ r-epardod as so yiuch kimber. Buf e-i^^criencc 
^ Guesses at Truth A873), p. 94. 
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is valilable, if rightly used — the problem will be to discover 
how far it is applicable^ to the new circumstances. In fine, 
from this point of view, there will be a double problem — on the 
one side to trace continuity with the past ; and, on the other 
to recognise and to give due weight to the changes which will 
be inevitable. 

« fi ‘ 

, Further it is not to be expected that the war-organisation 
which has been developed during the last two years can be 
replaced immediately by the new peace-organisatibn which will 
succeed it eventually. Rather, there must be a period of 
transition. The ‘mere signing of a peace treaty cannot of 
itself at once recreate the normaj mechanism of ordinary 
industrial life. Demobilisattion alone will take time. Also the 
restoration of the accustomed channels in, which commerce 
' was wont to flow, or the discovery of new channefe, cannot be 
effected without some delay. At this stage it will be necessary, 
though difficult, to believe that*it is transitory, not permanent. 
And yej: it will be impossible id wait untiF the final, normal, 
industrial life has beep rt-established..j Here the element of time 
in all practical forecasts is of outstanSing importapcc. It is 
not oru’y necessary to frame a moderately accurate forecast of 
conditions that are to come. As has been finely said, the best 
pract^yal minds “should have ears to heg^r the distant rustling 
di th^'wmgs of Time. Most people only catcli sight of it as it is 
flying tiway. When ft overhead, it ^darkens their view^." 
But more than this, the valuable estimate is a-st that which 
will prove right at some time, but which is fulfilled at a time 
that has been fixed ifi aaivance. It must predict what will 
happen, not In an undeterih'nied future, but in one a certain 
number of mojiths ahea^. , 

Calctilation where the conditions will be so fluctuating and 
so uncertain seems to exist only in the form of “a licensed 

l r * C *■ * 

irregularity.'^ Prices, credit, currevicy, labour and fariffs all 
together mal^e ^ kaleidoscope df, apparently baffling changes. 
Yeb^hfneath all the sautability there will be a nexuc o4 fixity. 
This is*.io be sought less in external cfindiljc^a^ than in the 
^ Guests at Truth, p. 416. 
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broad facts of human nature. In other w(yds, those things 
that are connected with immaterial ^wealth may be expected 
to be relatively rnore predictable than other conditions which 
are more material. Not that the two can be disconnected 
except in analysis, since, rather, the former is the fdlindation 
of the latter. Much has be^n said and written of the mat^rij^ism 
of life in the opening years of the present century, and yet it has 
been one of the paradoxes oi recent months ^that, "while there 
never has been a war in which material appliances have been so 
important, at the same time, it is no less truj^ that there never 
was one in^which immaterial wealth, and hven moral ideals, 
were so supreme^" And^ome estimate, even if only a tentative 
one, may be formed of the more pihbable developments of the 
immaterial characteristics which will influence social and econo- 
mic changes in the first years of peace. The nation will have* 
been roused from the lethargy into which it had fallen during 
the long years of i:ommer(dal success of the Victorian era. It 
would be idle to f)elieve that* the experience of the se^yere test 
of war will leave the r^itional chanPctgr •unaffected. Even 
more, wlii^n the epoch-making nature of the contest is kept in^ 

^ view— at once the hnal overthrow of mediaevalism^and4he last 
Crusade— will it be seen to be imjiossible that therp "should be 
any complete return to the p^-wflr outlook. There ig more 
than a fragment of truth in the saying that "things are. what 
we make them," and^^he process of fashioning them depends Jio 
no small^cxte*»t upon the spirit m which we undertake the task. 
We caa only discern dimly what it is probable that lystorians 
will emphasize, namely the m^efty of thoughts and id^eas 
which have mobilised the populations of more*than h»lf the 
• world and at the same time have inspired them fp face extreme 
hardshi{I^ and horrors. How is it possible to imr»g*ine that ‘ 
after such an experiep^e, the mental altitude* o^ those who^ 
cor^trol and carry on conj'merce and industry wgll |je what it 
was before ? Old ways of thinking will ha^^ Igeen changed ; 
and, il^may be, will have been transformed. There is a jpjf^age 

of deep sigpitic^uce iif which Etnersoif expresses his c<flicepti'jn 
• • - 
^•Scott, “On Repairing the Waste of War” in 1^16. 
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of the ^ English ^character. "The slow, deep English ma^s 
smoulders with fire, whic^h at last sets all its borders in flame. 
The wrath of London has a long memory, and, in its hottest 
heat, a register and rule. Half their strength they put not 
forth. They are capable of a sublime resolution, and if hereafter 
the war* of races, often predicted apd making itself a war of 
opinions also (a question of desjtotism and liberty coming from 
Eastern Europe), should menace® civilization, these sea-kings 
may take once more to their floating castles and find a new 
home and a second millennium of power in their ColoniesL" 
Civilization has bctn menaced, but it has been the^ men of the 
Dominions who have came in their "s^a castles " to aid in saving 
the liberties of Europe. What is truly striking in Emerson’s 
tribute to the English character (and what* is even truer of 
"British character as a whole), is the amount of strength and 
force which is held in reserve save in times of crisis. It appears 
to resemble the secret reserve 'of some companies which is 
carefull}^ concealed. It seems that it is impossible to use this 
hidden strength unVes^ irl an extreme ame^rgency. The demands 
of war have forced the calling out of these reserved powers of 
character, mind and strength. Indeed it is not too much to^ 
say that *tlie exigencies of *the struggle have revealed them. 
When^the emergency is over these poweiis will not sink back 
af once to their previous quiescence. On^e set in motion, their 
activity will continue,*’ Uiough in all pr<^bability at a slowly 
diminishing rate. RehTcnce has also been madf^o the antici- 
pated acceleration of inyention and improvements in commercial 
methods generally, whidn, they come to fruition, will increase 
the pi^ductivily of industry." • 

. The^e are a]l imporlai\t elements in forecasting the character • 

• and dimensions of' industry when it is resumed under *a peace- 
organisation, afnd tijby are almost^ enji^ely favourable. But* 
the san^e'tjpie, it must be fully retp^nised that there are ^Iso 
tendencies impli(^tly contained in |he state of hostilities ^hich 
ma3<^xi^rcise an unfavturable influence, and to that exi^nfwould 
neutrali^, and, it might ^ven b*, countertialancS ih^se already 
English Trails* “Essay on Character." 
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described. The quickened mental apprehension winch usually 
follows a great war cannot be confinec^to the removing of social 
and industrial functions which have survived their usefulness. 
It is at once critical and constructive. And the criticism is 
applied widely. Thus there is at least the danger that*mcthods 
and institutions may be displaced in favour of other^ w]iich 
prove in the end to be not tfhttcr but worse. And so, whiie 
there is gain in the hastening of improveinents and reforms 
which woulS otherwise^ have been long delayed ; at the s^me 
time, there is all the wasted effort of the faijures which result 
from overdj-iving the chariot of reform. Thnt there will be 
such mistakes is inevitable; but, balancing gains against 
losses, it may be expected with a ^:onsideraI)le degree of con- 
fidence that the fiwal advantage will lie on the side of the former. 
This shows the remarkable contrast in the consequences of war* 
upon material wealth and immaterial wealth respectively. 
The amount of pc^itive destruction and the disorganisation of 
production make i*t probable fhat the best that can be ^xpccted 
is that, after the re-estr>blishment of* n^riflal conditions, the 
total annual production of goods (that is, what is called “ thja 
^real national income'’) will not be less than it was immediately 
before the war. In other words, tall the increase jn National 
wealth which would luwe taken place, if there had been uo war, 
has been lost. On the other hand, there is at least a chance, 
indeed it might be s;id A fair degreoi (ff probability, fhat tjie 
growth oi iniiHaterial wealth of*the kind just described will be 
accelcKited and not checked by the fagt that a war h^s tal^ 
place. If this be so, it may ])e* expected that ultimately, 
though after some delay, this .improvement will reac^ in a 
• favourable manner upon material wealth also. 

It wBuld be idle to ignore the comparafivcly senibus risks 
»f renewed disorganisation ^of commerce ?^*ven Jfter peace has 
beqp restored. It is exceedingly clifficuft to forari ^n opinion 
as tef what will be the fingl effect of the ;raii upon credit. 
During ht^stilities confidence and the discounting of th<i Mure 
has been spb-iIoFmal.* But wken peAce is in sight iktere is i 
possibility of a wave of optimism in 'business, which will iemand 
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more of the fut^jre than the existing conditions will admit. 
In this case it is possible that credit might be overstrained, 
and a crisis would result which would be followed by depression. 
Again, if that danger-point were safely passed, another would 
be reached a few years after peace had been concluded. At 
first people may act cautiously an4 exercise great discretion. 
Xheir expectations would be ^comparatively moderate, and 
these would be fulfilled. Gradually, as time went on, boldness 
would succeed caution, and the scale of enterprise would be 
extended rapidly. But soon there would be cause for alarm, 
since the scarcity of capital at that stage might easily precipitate 
a crisis. Much of the employment ^f capital in the first two 
or three years after peace 'must be in uses which will yield a 
very slow return, such as the building of houses or the making 
^of the more durable instruments of production, as for instance, 
ships. New capital will be scarce in any case, and much of 
that which must be first employed after tjie war, will have 
brought^ in very small returns two or three years after peace. 
But if, at that time, many and exte,nsive schemes have been 
launched, they will have pledged themselves, in effecj:, to raise 
capital whicli will not be available to the extent required; and 
this would impose a strain upon credit which it might not be 
able tq bear. . , 

Apotlier possible cause of a dislocation of industry when 
the war is over would' be the occurren/;e of widespread and 
protracted labour disputes. Since the labour position during 
the war has been far from clear, it is all the more diffi/:ult to 
speak of that which is like’y to follow it. At the outbreak of 
war arnumber'of important W9ges-disputes appeared to be im- 
minent. These were dealt with, in the first instance, by the 
endeavour to postpone discussion during the conduct of hos- 
tilities. The longth df time over which the war extended as web 
as other caii^s made it appear desipble to attempt lo make 
some readjustments of rates of wqges and occasionally of' con- 
diti(r^s,of employmentovhile the struggle still continued. Though 
there hewre been a number of disquieting incidents,^on the whole 
a consilerable degree of success has been attained, and this 
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suggests a measure of hope for the future. We are ferhaps 
a little too prone to regard friction in the fixfng of wages as a 
phenomenon apart from others which^o-exist with it. General 
conditions, as weH as the attitude of mind of employers and 
employed are exceedingly important. During the war bpth sides 
should have begun to learn that there is a patriotism in dail\' 
work as well as in other fype^ of national service. Ttfe iTeed 
for this will not cease when the war ends, for larger and more 
efficient production will be required to help in making good 
some of the losses. Moreover the sharing in common dangers 
has united all classes of the community t/f a much greater 
extent tharf had been the case in recent years. To regard 
serious labour disputes as inevitable^s a gloomy prognostication 
which in effect presupposes a permanent imperfection in the 
industrial system. Disputes involve colossal economic waste, 
and it is a question if the nation will be able to afford them. 
The question of confining causes of disputes and. eventually 
perhaps removing,*them altogether, is one of the most serious 
problems with which the industry th^ future ft faced. 
Hitherto, perhaps, too much dependenci has been placed on 
the mere ‘mechanism of prevention and too little u^on tTIe 
•attitude of the parties to each other. To borrow^a metaphor 
from medicine, preventative rather* than curative measures are 
required. If the chief causes of friction could be firs^ i^latdd 
and later rendered innocuous much gpod would have* been 
accomplished. If the* new spirit of harmony and seriousness 
is rightly directed immediately upon the close of hostilities, 
the way would at least be prepared jor further progress*. Affer 
the orgy of strife which has devastated some of the fairest laifds 
of Europe, there will follow a time of calm, which should be ta^en 
advantage of to the fullest extimt in* order ^o establish* better 
relcptions at home in our industry as weil as internationally. 
The wa» has given us* ^^hat social refor#n*ers hav(* longed foi^ 
vaiftly during the last half-century, Tiamely the cypefttunity of 
making a^fresh start as far’as that is p^ossib!e. If we f^ to 
take advantage of it,, there will be a ^ragic waste ^f .g^'chan^'e 
which occufs'only once in several ge*^erations. 
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Just two hundred years ago Nicholas Rowe — then poet 
laureate — wrote Wo odes upon Peace. While his verses leave 
something to be desired ^s poetry, there is much in the senti- 
ments which he expressed that fits the times upon which we may 
soon hope to enter. 

Our passions, like the seasons, turn; 

And now we laugh, <and now wc mourn. 

Britannia late oppressed with dread. 

Hung' her declining drooping head : , 

A better visage now she wears, 

And now at once she quits her fears: 

Strife ^and war no more she knows, 

Rebel sons nor foreign foes. ^ 

Safe beneath her mighty 'master 
In security she sits. 

Plants her loose foundations fastor. 

And her sorrows past forgets. 

And in his Ode to Peace in ipi8 he continues: 

t 

Thou fairest, sweetest daughter of the‘ skies. 

Indulgent, ^gentlq, life-restoring Peace ! 

With what auC.picious beauties'* dq-st thou rise, 

And Britain’s new revolving Janus bless! 

Awake the golden lyre 
Ye Heliconian^ choir I 
Swell every note still higher, 

And melody inspire 
At heaven and earth’s desirb. 

Hark, hW the sounds agrqr 
With due complacency ! 

Sweet Peace! it is all by thee, 

Fot thoi( art, harmony. 

Tfie hope that the coming peace will bring harmony at 
home*a^ well 'as abroad "will be an inspiration in the^reconsti-^ 
tuting of industry after the war. Though difficult, it should 
not prove impossible; rather tha very difficulty of , the task 
should bei only a spur to opr best endeavours. And so one vsees 
the^ossibility df a more contented and harmonious industry, 
which Suay, be in itsel! a portion of the compensation for some 
of the Sacrifices of the natiqn.*^ 
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To sum up, it seems to me that there can be up single 
fQrecast of the future of commerce and ind^istry in the first 
years of the peace. The factors which will determine its state 
are numerous, anfl much will depend upon the momentum of 
each at any given moment. No doubt there will be many 
surprises, just as there have been during the time of war. But, 
as regards the general character of trade at that tim'i, fphesc 
need not be unpleasant ones, provided our expectations a*re 
not too gre^t. If the positi6n be faced with courage and tact, 
it seems that there is, little to fear and much to hope. By 
diverting only a part of the determinatioi^j which has been 
shown on the battlefield, to the arts of peace, very great things 
can be accomplished. Thus the first need of peace will be to 
direct the new national spirit to industry and to utilise it to the 
full. French strategists have a phrase — "the exphuting of a* 
victory” — in the sense of seeming the full consequences of a 
successful operation. The tru^ exploitation of our victory in 
the world-war wilV be the securing for the peaceful pursuits of 
commerce all that is valuable in the lessons which o«r people 
have been learning du^yin^^ the time of wit. 
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SAVING AND XHE STANDARD 
OF , LIFE 

The question of savmg received much attention during the 
greater part of the yG3.r 1916, and will beconte more prominent 
in the concluding stages of the war. It is, or should be, now 
unnecessary to add another to the«many exhortations which 
were addressed to the attention of a reluctant public. Rather 
than this it is proposed to attempt to develop some underlying 
conditions which appear to me to be fundamental in relation both 
to the present positjpn and also ft) that which may be Expected to 
• arise in the years of peace. Tfte latter is particularly important 
in its possible reactions u|ion the provi^-ion of capital for recon- 
struction tp which attefition has already Ijeen directed. ^ , 

Tlfeoretically, the Government ol a country, which is filigaged 
in a war which is vital to its nation^jl existence, has^he right of 
demanding tlic service pf all its subjects and of requisitioning 
all their wealth. But, in regard to the latter there are certain 
practical difficulties to the obtaining .(if the whole edrnin^s 
and liquid we^^th of all the 'people. Naturally the civil 
population must be allowed to subsist, ^and the sum {pr sub- 
sistence would vary according to thi sizb of tl^ family. Also 
it would be in the interest of tt^e^tate that the* efficieiv.y of 
^11 kinds of workers should be at least n:\pintained aijd, if pq^iWc, 
even increased, but the amount necessar}^ fo# efficiency would 
vary*according to the class of work to*be dofle. Again, there are 
sums avffilable for the service of the Stafe which, could riever 
be obtained by the tax-ga\hej^er, but'which wiji lent to the 
Governiweni: voluntarily upon a sufficient inducement ^1^‘ing 
offered. Thu^ t+ie, abstract theoretical position encount§rs ILl 
practi^I administrative difficultyt^ namely tha^ the #State 
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requires immen^ resources to be obtained rapidly and with 
the least possible diversion of workers from more urgent kinds 
of natiqpial service to act as revenue officials. Accordingly, 
a method has been adopted which aims af obtaining a large 
amount* by taxation and the remainder by loan. 

,Dijring a great war the importance of adequate financial 
resources cannot possibly be overestimated. Where, as in the 
case of the Grand Alliance, many nations are fighting together, 
the resources of which in wealth differ widely, a decisive success 
will be largely copditioned by the richer nations in the combina- 
tion being able tb supply the needs of those countries whose 
resources are less developed. Th^ keeping open of trade- 
routes has enabled the Allies to employ the labour of a very 
great part of the neutral world in manufacturing for them. 
But this has involved the payment of the foreign producers, 
and that again demands that the British Government should 
have adequate supplies for this and other jiurposes. 

The^ mechanism of war finance is intricate, but its broader 
aspects can be ealiily^ grasped — if only one starts with the right 
of view. The national income ^has been estimated by 
somc^tatisticians as exceeding £3,000 millions per ann^um in 
1916. ' Giving to the rapid rise in prices this figure is un- 
certain;^ but, even if it be accepted, a,s a convenient round 
number, it has to be remembered that, expenditure in 1917- 
:j8 may exceed £2,7^0 • millions. Witl|^ the tendency towards 
rising prices, it would not be’ possible to maiip.ain the popula- 
tion upon the balance of the aggregate income if ^1 war- 
expenditure had been tafken by way of tax and loan; and 
accordingly it has been nece,ssary to draw upon our acrumu- 
la'Lcd, wealth by the safe of investments to foreign countries^ 
But there can belittle doubt that too great an amount of these 
has been disposed 6f, owing to too little having been pro'^idvd 
by way pf t/\x and loan, particularly by the former.* Foreign 
investments, haye been \aluabl^ in' the past in aiding us in 
pa^m^, for our impacts, and in placing us in the^pordtion of 
exporting such goods as we produced ah a gr^eat Relative advan- 
tage. « If^we sell too man^"of our foreign investments iij order 
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to^ finance the war, we are in danger of beirig left at a con- 
siderable disadvantage in the early ^ears of peace in being 
compelled to produce exports in order to pay for our imports, 
which exports may be produced under much less favourable 
conditions of comparative cost. The fact that much of our 
present war-expenditure ccgisists of disbursements iipon«behalf 
of the Dominions and Allies, foi*which we shall receive securities 
later, affords some measure of the extent to wjiich we can afford 
to sell foreign investments. If those sales do not exceed the 
amount lent to the Dominions and Allies, the transaction becomes 
in effect an exchange of external investments, *and to that extent, 
within certain narrow limds, we shall eventually be no better 
or no worse off. But, if, on tlih other hand, such sales 
exceed the sums lent, then pro tanio our position after the war 
would suffer. And to the degree that this exists, saving has 
proved deficient ; while, if saving had been sufficiently great 
to leave us a surj^us upon w*liat has been descrit)ed as the 
exchange of foreign investments, to that extent the ^arrest of 
our progress in overseas tfade during tile^ar, wliich may show 
itself in the first years of peace, would be proportionai^-’y 
counteracted. ^ 

Moreover the situation must beconsidered in relaj’ion to the 
demand for commodUk?s. The existence of the hugj tipveij- 
mental demand (which is represented quantitatively by the 
immense war-expendit^ire) is in effect* flie call for goods ai^d 
services which .-^e required for the efficient prosecution of war. 
To a large extent this is a new demand. Therefore it is necessary ‘ 
that the command over goods anc^ sdvices, which is represented 
by income, should be diverted fsom personal expendituiC; and 
•transferred to the State. Any civiliaademand tlmt is imexccss 
of that required for efficiency is,, in effect, the employment of 
labemr for non-essential^cnc^s, — and, ’whatsis mdre important,^ 
the /iiversion of commodities and services from ^hq* foroes to 
purposes which are useless fr«m the standpoinif o^ the national 
interest? Jn view of tke necessity of the^imes, it fyllovip^hat, 
if the patriqtisAi ©f tfte country dj^es 'not suffice to efftet the 
necesiary diversion voluntaiily, it must be made •oqjpufeorily. 
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more especially since, in the later stages of the war, the supply 
both of labour and comi^odities will not suffice for any non- 
essential consumption. 

The movement towards a great increase in saving has been 
weakened and distracted by much suppressed recrimination 
between different classes of the community. Each section of 
the people sees with lynx-eyed clearness the real or alleged 
extravagances of^ another section, while it ignores its own. 
Neither knows nor cares to know of any new sacrifices the other 
may have made, What is required is a uniform standard, 
and then for each* person to forget that "after-ypu” attitude 
of politeness as regards war-savings, ,and perform his own part. 
The standard which the tiffies demand is not difficult to define, 
however hard it may be to attain it in praectice. Like other 
luxuries, that of idle able-bodied workers of any class must J)e 
dispensed with, and a war of the magnitude of this one requires 
the co-operated efforts of all, whether the wort be paid or unpaid. 
In any , estimate of the national strength voluntary labour, 
whether in the care of the wounded or in ether directions which 
4 #L:'' 2 ase the efficiency of the forces, must be included; indeed 
in thcrf»cLst,jand never more than in the present, such public 
service has been one of the^ glories of the country. For these 
cqid gith^r workers of all kinds the standard of expenditure 
which the circumstances ordain is that which will maintain 
their respective efficiencies in the duties they are called upon 
to perform, while all the remainder should be/hande^d over to 
“^hc State, either in taxation or as a loan. Even if efficiency 
be, interpreted tn no narrhw, sense (since, in order to obtain 
the t^st results in invention .and ideas, a liberal expenditure 
upbn^he worker is necessary) this "’may seem a hard saying,* 
but in rehlity it is* the course .which prudence requires. That a 
^decisive and barly Ivictoty shall ,be pbtained it is wisest to 
mobilise ourrresoiirccs for a war indefinite duration. ,The 
Germans and* e^en some of our -ewn unimaginative pes4.imists 
hav^ entiejpated an 'early exhaustion oof our res(5ur(5es — the 
former«with glee and the lajter^with a sirfking heaef,, From the 
begimiing^ of the war I have never doubted that we < could 
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furnish the necessary supplies (provided these are Admini- 
stered with reasonable economy), not only to the longest date 
to which the war could possibly be protracted but even beyond 
that date. Statistics show that this can be done and to doubt 
that it will be done is to assume that the country values money 
more than life, that men will risk their lives in battle but that 
they will not draw upon their Jbank balances. The fact of oyr 
financial endurance may be, enough from the financial point 
of view, but' it is not enough from that of wider national in- 
terests. If we so organise ourselves now that it will prove 
beyond the possibility of doubt that we possess the most ample 
financial staying power, this will show the enemy that there is 
no reasonable chance of his being rided towards a decision by 
our financial exhaustion; and thus peace will be brought 
nearer, in part by the adequacy of the supplies so placed at 
the disposal of the Grand Alliance, in part by the frustration 
of the hopes of th^r enemies. • • 

A comparison* of the deihands of the situation with the 
actual amount of saving ynay at first Qccasi»fn a feeling of keen 
disappointment in thefmind of the superficial observer. JThe 
need ‘for conserving our resources for purposes of the.^ii^r was 
only recognised slowly and partially. But we lftiv& to take 
our people as we find^tjiem, and few of their friends could claim 
for them that they are exceptionally gifted with imSgihaticfh. 
Indeed their general attitude in this i^iipect has been A strong 
proof of their Dacific' character, and a pathetic instance ‘'to 
devotion *to th^old ways of peace. At the beginning of the 
war it seemed that the peaceful pjogress of yie Victorian era 
had been dissolved in the battle* Chaos of Armageddon, ^and it 
was little wonder that me» and wom^n clung to the idea^|,of.the 
ordered English home as a small oasis of peace in a work! at war. 

^ *lt would not be just to^charge the na^on diiring the early 
months of the war with*a jjeglect of its dhty and^interest 'VJi* 
can see now that the Press^.and rdkponsible^puj^lic* men were 
too optimistic. Therq appears to have Jbeen a most dbjMdged 
economy of trntlj when it was,feared*it would be'unj^latnb^- 
to tjie general public. War up^n the present^ scale^ was a 
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wholly ^new experience, and our rulers seem to have misjudged 
the fortitude of the people. Therefore the historian of the 
inance of the Great War will be well advised to estimate the 
inancial sacrifices of the nation in 1914 anti 1915, not in the 
light oi his own knowledge of the naval and militai'y situation, 
hut in that afforded hy the information then available. Uore- 
O'yer, the whole drift of the opinion which had been formed 
upon the basis of these data was, in favour of an early peace, 
and the expenditure was slow in working towards ifs maximum. 

Thus all fhti populiii indi< atioiis f.uJrcTta viiijUiasizv the gritut 
need, even then, fo-z the heft;inning of rigorous personal economy. 

Every week during which the public was lulled in a false financial 
security was creating new difficulties for the future; since, 
before long, profits and wages in war-indu^ries began to in- 
crease, and those who received them soon entered upon 
enlarged scales of expenditure, thus diverting labour from war 
needs to the production of things which weje not necessary. 

It is true that the teaching of history should have warned 
us that ^he war itiust involve a treyiendous financial strain, 
and. that it was neglecting one of our gr^at assets not to adjust 
persouaE.cxpenditures so as to leave a surplus available towards 
meeting ft cfs soon as possible. But few find in the past any 
guidan^ce for the present, nor were thei^e^any tp listen to the 
whrnihgs*of those who pointed out that unproductive consump- 
tion of ‘wealth in war foreshadowed scarcity in the future. 

* For these and other reasons the universal Rational saving 
•jwhich was needed was,slow in starting; and, even at the end 
of 1916, there wQfe many whose income afforded them a surplus 
beyon^ the amount required \p maintain their efficiency who 
had n^)t even begun to «>ave. StilL when one considers the « 
whole sit^iation arid while it must be admitted that •amongst 
very large sectiions di the population saying was very far ffona 
^^being upon ar^adequate scale, there tfiis to be said in Explana- 
tion, namely t,hai^^economy*to the qxteht required would involve 
something of a revolu1v,on in accepted standards of Iwing. For 
many j^ars** past the teudency«, had beefc to;vav'4s^ raising the 
standard, an^l this was a sfow process. It was one in ij^hich 
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the community, in the shape of a certain rjass or a certain 
street in a suburb, acted upon the indjviduai, and the individual 
in his turn reacted upon the community, but both influence'^ 
had been towards an ascending scale growing gradually by 
snccesswe accretions. Thus the desires which were satisfied 
in the spending ot incom^ had become welded togetl^er in a 
system in what may be described as superimposed strata #01 
which the lower were regar^ded as relatively solid and hxed 

T/ie margml calciilmms applied rather to the upper strata, 

usually in the choice' amongst alternative,^ additions to the 

previous desires, sometimes in the siibstitufion of a new satis- 
faction for a previous one which for some reason was abandoned. 
It follows that the quantity of savhig which is requisit(‘ under 
war conditions introduced a new factor which involved a re- 
vision of the whole system of expenditure The would-be saver 
would have required to dig down to strata of his desires which 
he had accepted jjpr long as a* fixed part of his lil^ and select 
some of these wfiich could no longer be satisfied. ^Further, 
in the economic life, habit effects a ^i^cie? of incrustation of 
desire. We have found by sad experience how often the tapes 
^wliich we cherish in making our purchases deceive usr’awcl the 
gratification of a new desire is more or less on its, trial. We 
watch it and weigh, the result against the expenditure^ which 
the gratification of the desire has involved; and if it passes 
this test, it comes in.tirhe to be taki'fl more and more uj3on 
trust ; and whgjn the nabit is orlce well established, unless there 
is a considerable alteration in the ami^nt of the income, this 
desire i^f not scrutinised in the ^stitnation of 4he utilities fi^om 
our purchases. In this way hr^bft becomes a kind of mental, 

' labour-saving device. 

The progress of economy wijl have the* effect or breaking 
through the incrustatigy pf^former habits pf corflparativcly free 
spejiding ; and, in time, gew habits wilf be forr»ed^which ifiil 
be b^ed upon a more Spartan regime of life. ^•Pie-war systems 
of desifes were first broken up, and then#gradually je-oi^lhised. 
The desire ,f«r* nitioiftil securil^ lyidTieen satisfied before me 
war at a comparatively low cost and that too tli^osff uncon- 
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sciously, since njost of the expenditure upon it was taken 
from individuals by means of taxation which later cxpeiience 
has shown to have been upon a moderate scale. The war has 
transformed this desire from being unimportant to one of the 
greatest moment ; and, instead of being only dimly recognised, 
it has i\ow come most insistently into consciousness. The duty 
ohthe citizen is no longer discharged by providing his quota of 
taxation, but the needs of the time compel him to give his 
personal service, and in cases where there is a surplus of income 
after satisfying hjs immediate necessities to lend liberally to 
the State. It follows that a radical change — almost ^a revolution 
— has been effected in the system of desires. First the income 
will frequently be reduced *by increased taxation. War prices 
^ alone would involve very considerable reac^ustments in the 
satisfaction of necessary wants. Scarcity of commodities in the 
later stages of the war, added to a high level of taxation, will 
force econohiy. Some things cannot be piychased, while the 
consumer of others is rationed. 'Thus old siandards of living 
are no longer po^sible.« The systems of desires have been 
brol^n up, and they will only gradually reconstruct yiemselves 
upon 4^ttew and lower standard. In fact the concomitarfts of 
war hake ac\ed as a solvent of habits of expenditure for the* 
majority of the nation in a manner whiGli,has not been known 
for centuries. . „ 

^ This is the inevitable necessity of tjie psvchology of war 
finance. But a revolution in the system's of desire of a whole 
'-nation cannot fail to have noteworthy effects in tlie future. 
Voluntarily or i»voluntarily the war is forcing the formation 
of habits of economy. From the, financial standpoint there is little 
difft^reftce how.the result is^reached,soiong as the resources which t 
are requiVd are in'-fact obtained ; but from that of thehuture of 
^-ommerce andhndusjry the meMiod^ojf economy is of surpassing 
impon^anc^. ,The conserving of n^f^onal strength by sa^y^ing 
is a conceptioii wjiich does hot appeal to the minds of those whh 
have*ei+her^been brought up in a contempt of niggardlmess or 
who hare been nourished oj> viigue but fitter hostility to the 
abst'radtion w^ich they term ''Capitalism." Upon such weaker 
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bj*ethren economy has to be enforced either »by governmental 
control of certain commodities, or b)^ proliibition of them or by 
high taxation of luxuries which in extreme cases may become 
penal. We have no experience of the manner in which the in- 
voluntary economy, which measures of this type will enforce, will 
eventually react upon the standard of life. All that is .possible 
is to reason as to the probaWle effect from general principles. 
The first and natural conclusion would no doubt be that the 
removal of forced economy will promote a reaction and that, 
when restraint upon purchases of commoditijss is removed, the 
tendency wgll be for the great mass of the 'public to indemnify 
themselves for their previous enforced abstinence by making 
very much larger, if not excessivef purchases. But there are 
other factors which, though involving several uncertainties at 
present, tend to limit, if not to counteract, this forecast. It 
assumes that the system of desires after the war will remain 
the same as that before it. lliis is improbable. In the house- 
hold expenditure of all classes, save the very poorest ^t here was 
great waste. The peri(xl of scarcity •wyi constitute a time of 
compulsory training in domestic economy; and, for a*f'me, 
the fruits of this hard teaching in the scliool of expcpitjjce will 
remain. Then again the standard of life for eacf\ cl^s must 
inevitably be changed, and just as it established itsel^upoy a 
lower scale with painful slowness, so, when the pressing need 
for war economy is over, it will movc‘^n the reverse direc^on 
with considerable deliberatene'^s. Standards of life possess a 
remarkable inertia and seem incapableiof rapid change. Also,* 
if the ]:)t}riod of economy is moi^cTiftely protracted, the forep of 
the formation of new habits myst be allowed for. It was this 
» characteristic which dela/ed the fruits of war saving; hut ^nce 
the deaS weight of habit has bepn overcome, new hal^its begin 
to form in a regime of p^onym}.* and* thej^^gam* once they l^a^^e 
bet'ome established, tend^o persist.^ For these aiea5^ns,«it nlay 
be inferred that even inv^untary econom/ will have some 
degretf of 'persistence.. Nor is this resukt in any d^re^\^tiated 
by the coqimbny expressed (^nsplafion that sacrifice of lu-j 
kind descrited are only “for the* duiation of tl#e yar#' This 
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is one of those devices by which human nature solaces itself 
when forced to make an abrupt transition which as a rule it 
detests. There is always a revulsion from the unknown, but 
when the unknown has become not merely tbe known but the 
usual, there is the same disinclination towards change in personal 
habits. ^ The economies which people first loathed are found 
aft^r a time to become less distasteful and later they have 
become entwined with the accepted environment, eventually 
forming a recognised part of it. 

Where economy is voluntary the case is clearer. In many 
classes much of the fjre-war expenditure was not wille^ explicitly. 

It was rather ordained by the conventional standard of life of 
that class. Not infrequently the war has revealed that these 
standards were wasteful in themselves and that the satisfactions 
they yielded were vastly overrated. Often they were accepted 
because people had nothing with which to compare them. 
Now the opportunity has arisen to contrast, the old standard 
with a new and modified one; and, in ternis of utility, the 
comparison has noV been found to favour the former. The 
grov^^h of indolence and the pursuit of* enjoyment ,in recent 
years liave had the effect of causing the neglect of many of the 
old hou^eholcl economies. It is still not uncommon to see 
elderly ^people who in their youth were the younger members 
of families which had been brought up during the “hungry 
forties" ' exercising nuiherous small eco^omi^s, such as the 
making of paper spills to save ‘matches. The^.ontinuance of 
-these pragtices through tjvo whole generations shows the remark- 
able persistence of habit, fn addition to this influence, there 
f are others which will operate in fhe same direction. During the 
, war'tliQ^mutabjlity of huraan affairs has been dramatically im- • 
* pressed upon everyone. But, fortunately for us, the increased 
uncertainty hasmevei^ been so extren^e that it has given grounds 
fonanyone to Relieve that the Fate,^ were implacably hostile 
to him. Thus, it •quay be expected.that there will be a greater 
disposfiipn to effect satvings in order tq. provide agairtit the 
future. fMany of the conVenfions which We inherited from the 
nineteeath ceriitury have beef! dissolved in the smoke of war, 
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and it may be anticipated that some of them will return no 
rfore. To some extent the new world of the first years of peace 
will be full of surprises and risks, fbr which it is prudent to 
provide. And to* do this will involve the continuance of the 
saving habits of the war for a number of years after it is ended. 

These various lines of thought suggest the general con- 
clusion that a proportion* of specific war saving will continue 
for some years after peace. ^If this conclusion be well founded, 
it affords tery considerable help towards ’the solution of a 
difficult problem whidli is otherwise perplexing. It appears 
that the need for capital, when peace hastl5ccn made, will be 
exceedingly great. Modern military operations result in a 
wholesale destruction of buildings ♦and plant in many regions 
where serious operations have taken place. In addition, the 
detestable German method of laying waste the towns, villages 
and even the orchards from which they have been compelled to 
retreat will involve a very greJt outlay of capital ir# restoration. 
Shipping has suft^ered, not 6nly by the sinking of vessels by 
submarines, but also through the ardyous nature of fhe service 
required ^from such tfraft as have been* used as auxiliaries to 
the fleet or as transports. Repairs and extensions of ^uiTdings 

* and plant have been postponed in many cases. Suc’A nt?w*savings, 
as have been made by belligerent nations during th*e war, were 
employed in aiding t]ie financing of their great war-ej(^)eAditifre, 
and thus none of them 'has been able* to provide capital (as 
several of them had^een in ^he habit of doing in the phst) 
for the dfevelopiient of new countries which have hitherto been , 
dependent upon nations with gijeat stores^ of accumulated 
wealth for the provision of the farger and more fostly iyiprove- 

^ ments, such as railway^, hartour facilities and ina^(;fiinery. 
Hence these new countries have be'en conipellcd t^ postpone 
many plans for proposed wyrks .which® had .been approved 
before The war. Thu?, if capital is left free to*' seek its 

* marl^et after the peacef, th^se coi?ntries wili compete keenly 
for it.witji the home^ demand for the^ prosecution of ielayed 
repairs, anc^ both o^ these a^ain wkh what wilf be ^an ev 
mor^p ufgelilt need, naniAy the* restoration o^ the jnaterial 
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destruction of war in the restoring of ruined buildings, the 
replacing of injured plant and the construction of new shipping 
to make good the loss of that which has been sunk. It is clear 
that the proportion of the National Dividend saved before the 
war in Great Britain would be far from sufficient to meet the 
claims upon it, more particularly when it is remembered that, 
unless (he desire for accumulation is'increased, the higher scale 
of taxation after the war (which will be necessary to pay 
interest upon the immense war debt) would tendfto diminish 
the surplus from which savings would be made. Here then we 
are face to face Wifh one of the vital factors which will aid in 
determining the rate at which the material losses ofhhe war will 
be repaired. And delay tends to be cumulative in its pre- 
judicial effects; since an improvement, postponed through 
scarcity of capital, bars the way to other subsequent develop- 
ments which depend upon it. In fact, in this respect, the war 
has had thc^, effect of intensifying conditions which had already 
begun to show themselves. Fordhe dccadL prior to the war 
capital w^s becomi<ng less abundant. For this there were two 
main reasons. Afters a long period bunng which there had 
been no^ expensive wars, there came within a short spacf. the 
Chino-'j.apancse, the Italo-Abyssinian, the Graeco-Turkish, the* 
Russo-Japanese, the South African and both the Balkan wars. 
WUhin* this period also rapid progress 'was being made in 
the construction of lar^ge works and factories in a number of 
countries which were far from being in<; a puJition to supply 
their own needs for capital. Hence it is not di|';cult to imagine 
the reasons which have'ied many observers to predict a famine 
of Capital wheti the great new demands for it are superimposed 
upo;i those which existed in 1914. But reflection should con- 
vince us that famine is too" strong a word to employ to, describe 
the situation which njay be^ expected to arise. To some ext/^nt 
•Vip war generated compensations for "its c vvn destruction... Some 
of the expcadfcure has gone to provfde new factories and plcint 
to incj'pase the odtput of munitions and other supplies. ^ In so 
far as these 'instrumenfs,,of production can be adapted to the 
making of commodities which are in demand '‘in time of peace. 
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to that extent the return of peace will find a nuAiber of 
irfdustries both more fully and more adequately equipped than 
they were prior to the war. It is truie that the distribution of 
capital in industry. during the war has been imperfect when con- 
sidered in relation to the requirements of peace. From that 
point of view some industries will have too much capital in 
fixed plant and buildings, And, others will have too little* Then 
in another direction war-expenditure has not been all loss. 
Neutrals who have been supplying belligerents with food, 
munitions and other sMpplies have increased their trade, and 
they have been adding to their capital a^*an increased rate 
during the progress of hostilities. Hence it follows that 
or two which were already lending pations in 1913 will be able 
to add to their annual exports of capital, if they desire to do so. 
Others, which had been formerly borrowing nations, will be in 
a position to supply a larger proportion of their future needs tor 
capital, but it is probable that lot many will be trart ferred from 
the class of debta^^ to that oi creditor, countries. 

• When all is said it remains true that, if»these gremnds only 
be taken into consideration, capital would be exceedingly 
scarce. Granting that neutrals will be so situated tharthey 
•will have more to invest and that the war itself will have over- 
capitalised a few industries, there^ remain ajl the needs of making 
good war's destruction and postponed improvemeirts^fin ttie 
belligerent countries and -of meeting thq balance of the»demand 
of new countriffi^ Il^is in this^ connection that several of'che 
British Dominic ]js are in danger of being great sufferers. Their ^ 
exceedingly patriotic contributions of men and money have 
placed them at a serious dislldvantage as contrasted with 
neutral nations which were in fm approximately similar sfage 
of econ|)mic development. TherefoVe, unless fhe l^ominions 
caa obtain capital to overtake a*part of ti^e arrears of develop- 
ment they are liable Cf).Tind their progte'ss arresied and tljp^l* 
relative position as pro(kft:ers to have deteriomted c& compared 
with* the Argentine. But it is fortunate th^t there is^ way 
of escape froqi this suggestion, not indeed of stAgnfIfion b^’t 
of seriousl^Jarrested growth. Th^re remains the nnc^sibility of 
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increase saving being continued for a considerable period after 
the end of the war. " For the duration of the war " was accepted 
as a species of Abracadabra which postponed, if it did not solve, 
all our most pressing difficulties. But no economic difficulty 
can be placed in cold storage, in the sense that it remains fixed 
and immobile till it is brought back to the outer air. The 
insisten^t call made by the nee/is df mankind always causes 
'efforts to be put forth to satisfy them, and, if one type of want 
is suppressed (thoVigh this is often difficult), other new wants 
arise to take its place. Thus when the factors, which had been 
withdrawn, are rd^tored to the world of industry, it is found 
to be changed. It follows that there will be few causes in which 
economic conditions have been postpbned for the period of the 
war where they can be restored in their former environment; 
while they have been held in abeyance, their former environment 
has been changing. In the special case of accumulation, war 
saving has 6een slowly forcing revision of standards of life, 
and experience begins to show that this fundamental revision 
has reveafed prospects of a less complex scale of living. More- 
over the formation offfiew habits of savmg, once thej^ are well 
estabfished, will have a tendency to persist. The inertia of 
social custorfrs is both exceedingly great and protracted. The' 
driving force of the necessities of war was at first — at least in 
aift)eariandfe — broken against this powerful* resistance. But as 
the war progressed, gra^^ffially, though with painful slowness and 
witli exasperating deliberateness, the ma^‘s of habit and custom 
. began slowly to change, and that change itself will become 
fixed with a marked tendency to persist. J. S. Mill speaks 
of tKe phenomenon which I have been describing as an authentic 
and highly important psychological fact when actions, “which 
' men originally did, for a motive of some sort, they coietinue to 
do from habit. Sometimes this, is done unconsciously, the con- 
'^‘tiousness coming onlf after the actioff: at other times with 
conscious \)'olitio^, but volition whiclThas become habitud and 
is put' into action by the force of habit, in opposition perhaps 
to the deliberate preference." , Therefor^ it faUows that the 
econom^v of war time will become l&gely habituak,^ dhd, ;even 
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though it was begun for a special object with a definite time 
liitiit, after the end of the war it may be expected that, for 
these reasons, saving will be considerably larger than it was 
immediately before the war. This conclusion affords very con- 
siderable prospects of an augmentation of the quantity of 
capital which will be necessary to diminish the industrial and 
social stagnation which W011I4I otherwise have been caused 
by hostilities. Adequate ca^iital will be the cordial which will 
best revive commerce when it can flourish again in a peaceful 
world. This prospect *holds out hope for the future and a 
definite exhortation for the immediate present Saving dining^ 
war time is t'rebly advantageous. It possesses the usual benefit 
of constituting a provision for the saver, it is incumbent upon 
non-combatants as^ their aid towards the prosecution of the war 
and finally, in the manner which I have shown, it will be a 
material aid in the reconstitution of industry when peace 
returns. 
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ORGANISATIOfj RE-ORIENTATED 

It has b^en said that the examination which was held 
formerly for candidates who desired to enter Jhe service of the 
Chinese Gove^rnment was the most exhausti\^ test of the kind^ 
in the world. But there is another unperceived examination 
which is even more thorough. That* is the criticism to which 
our theories will submitted by posterity. Just as we, in 
our turn, signalise the shortcomings of our predecessors and 
sometimes wonder at the conclusions whith seemed to stare 
them in the face bi^t which so^iehow or other the^ failed to 
apprehend ; so, in Ihe future, our own analyses and the inter- 
pretations of the things w^expcriencc will be i^amined similarly 
— and doubtless with ^precisely similar Result. That cj^ity 
of vispoh, which the lapse of time gives to most intellectual 
processes, will have been at work, revealing defect'? of investi- 
gation and weaknessesjp reasoning. Moreover, the simil^^of an 
examination suggest^ ;vn interesting speculation in the treatment 
of the economic enquiries of a past gepcfration by tliat which 
succeeds it. To some'?extent the examiners cannot be fully 
equipped Ibr theii* task, for they can nf;ver have a fii;st-hand 
acquaintarfice with the phenomena^ coficerning tl^^ interpretation 
of which they must act as judges.^ * It is necessary for tli^m to 
pronounce an opinion maijily from ^n analysis jof wh.U h^s 
been writ^n by their predecessors, interpreted by the ttimmen- 
t^»ry Vhich has been furnished by thft progress ohevents. But 
the writ+^n word is»very1ai^from tfeing aaequate ^ the v^iefc 
by which economic meaning^, are id be exp^ts^d. The in- 
vestigator aJ;vays sees n^re in the phenomena than he a^tflally 
records in wha^ he i^ abfe to writ^abput fhem ; and, uot oily so, 
but th^meanffllg his words coftvey toliim will be slig^lj dif erent 
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from that gathered from them by his readers. Also, a striking 
analysis or an attractive theory soon becomes stereotyped in 
a term or a phrase ; and this natural labour-saving device for 
the mind usually means a loss of meaning. The naming of 
theories, almost invariably, involves a sacrifice of the full reality 
of thought. This is a common experience in many studies. 
The foundation of a school, <.00, often means the gradual 
sterilising of the richness and completeness of the attitude of 
mind which initiated the new development. What was at first 
a living thought ^ecomes conventionalised, and may at last end 
,by being no more than a phrase. And economic studies seem to 
be peculiarly subject to this defect. The material with which 
they deal is continually changing, at least in its external form 
and sometimes, it may be, in many of its more essential charac- 
teristics. Thus renewed efforts must be made to reduce to 
scientific rule its somewhat Protean variations ; and, once the 
first path lias been beaten out,*each succeeding wayfarer wears 
something away from it. It is true that a few may add much, 
they may cut ofl an occasional corner or smooth down an 
approach which was^ at first too stee/> for comfor,t and con- 
venience. But the fact seems to remain that the words, -which 
enable' the fruth to be revealed, at the same time almost might 
be imj?gined to be jealous of that revela jion, and they in time 
come to imprison a part of tlic original, firing thought which 
they were designed to .perpetuate. And, fj^,rther, a termino- 
logy eventually becomes a species of idola fori. As it grows 
popular, it acquires a species of momentum. 'It is lik'e a moving 
stairway upon which one 'steps without being conscious of its 
existence and which carries us on when in fact we imagine we 
arb st-anding ,still. , , , 

It is' needless 'to say that classification, definition^ and ter- 
minologies are necessary and nre exceedingly helpful. But it 
is advisable',, at the same time, tp iccognise that they have 
certain minor d’^^advantages, and a' clear statement of these 
will ho^some way towards the neutrali'^ing of then?. To over- 
come < them completely is net possible— tha't , can only be 
accomtolished when, in the' fullness of time, th6e has been a 
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sufficient interval to provide a verification oj the theory or 
upon the contrary to produce th^ phenomena which show that 
the theory was incomplete. * 

These general inflections are suggested by what one may 
imagine those subsequent generations, which will examine our 
work, may say of it. In a dim way, which may be the fore- 
runner of a new dawn or wliich again may itself be only a “ false 
dawn,'’ one feels that perhaps in a few directions the economics 
of the preseflt day may suffer some degree 6f danger through 
having being captured* by phrases — which are good servants 
but the worst possible masters. They are rftce the old family 
retainer — who is more often met with in fiction than in real 
life. He makes himself indispensablt and one comes to depend 
upon him more anrl more, till in the end he dictates rather than 
serves. In something the same way the word or the phrase, 
which was once the epitome of an anaiysis of a group of 
phenomena, comcs^to be takefi as a formula, ancf then as a 
substitute for enquiry. Tints there is the danger of what 
metaphysicians call th(^ hypostatisa^^on cff an afl^trac.tion. 
Further it^may happeif that the wonl of phrase which at the 
beginning was no more than the coinh'nsed expression of iirialysis 
may come in time to gather to itself accretions t)f Wanfng, 
which involve theory^ well as analysis.# And the ddlitulty 
becomes intensified i], by frecjuent \\h\ tlu' fine ('dffl^s of t?ie 
original meaninjj will be, as it were, w^rii <iway, and thb accre- 
tions of signification differ in diffi'rent minds, though the precfse 
divergencfes ma>*not be formulated ^ ^ 

It may be \\^ondered if somc^ pr^icess of tlj^ kind described 
may not have begun to happen tn connection with tl^ term 
“organisation.” It woul^ be diflijult to discover a^/ecent 
systemat!c treatise on the theory of *Pohtic.'4l Econojfiy which 
doe§ not mention the “ organisatioii pf industry, i' and since the 
begjnniilg of the war, w« Jiavc heard mtich of o^^anisaUon^fT 
very ^any connections *and^* the tc*rm is usuil ^on(fe more to 
indicado anticipated 01 ^ desired changes in industry \^h«n the 
war will havcibeer^ eniled. 

AU stiide'Ms of economics will* have a coiicentinn af what 
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is meant by the organisation of industry. This descriptton 
replaced the older one of “diyision of labour" and that of still 
earlier date, namely “System" — though the latter survives 
in the common title of "a system of Political Economy." 
The meanings derived from the source whence organisation 
itself comes have themselves varied. Aristotle meant something 
very different from what the modern reader might have expected, 
when he called his Logic, to ''Ogyavov. "Organon" to the 
Greek conveyed, ds its root significance, the idea of instrument, 
just as we continue to speak of church' organs, the conception 
being that of musical instrument. Thus the original 
"organisation" would have been — to make a somewhat un- 
pleasing compound— instcumcntalisation, that is to cause 
anything to serve as an instrument or eveji as a tool. But, 
by the time the term was used by economists, the prevalence 
of the evolutionary djOctrine had superadded a distinct meaning, 
namely th6 idea of something living, as when we speak of an 
organism or of organic ; and it whs in this sehse that the adop- 
tion of ofganisatidn by economists w^s in effect the announce- 
ment of a new truth dr at least a new ptfint of view, namely the 
characterisation of specialised industry working for a common 
end as a special kind of social organism, and it has alway^ 
seemed to' me that 4:he organisation of jndustry was precisely 
that ^rolcss by which such an individua,! grganism came into 
existenv:c. , ^ 

^ At this point, analysis, ,ehnost if>i consciously, becomes 
involved in theory. In a sense an industi?al orgjmism is a 
metaphor. It rjsembles tlie earlier distinction oetweep natural 
and artificial fbodies, as when "the body politic" was included 
uader^the latter heading. The social organism is in reality no , 
more than an analogical expression, and there is no litHle danger 
of„confusion i^ we tieat it, iij reasoning as anything more than 
hbe intellectt*al counter which in fact it is. c No doubt we can 
speak of a’li iijdv.strial orgS.nism ".adapting itself to its environ- 
ment" of its "developing new functions," of "it^ possession 
of rudytienVary organs, 'i of jts " struggle, 4or existence," and so 
on. ]^ut after all, these expressid.is are similiki'de^, ncjt the 
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actual descriptions of the real process. The close contact of 
Economics with other sciences 1\^ often led it to borrow much 
from them, not only in positive da\a but in the more subtle 
way of adopting their point of view. In this case the economist 
has^learnt the language of the evolutionary biologist ; and, in 
using that language, he is influenced by its theoretical implica- 
tions. These, from their hatiire, are adapted to descril)ing the 
physical rather than the'hurnan and mental relationship, and the 
tendency is* to regard industrial processes f)erhaps a little too 
much from the outside. We reach an admirable life-history of 
industrial organisms, but we may not hav^* yet penetrated to 
the full comprehension of their inner consciousness, simply 
because the apparatus of investigation does not include the 
necessary equipment. When we endeavour to conceive an 
industrial organism in its inner meaning, it will be found to 
contain within itself the idea of its own development. It not 
only adapts itself to its environment but, even metre, it adapts 
that environment to itself. * Accordingly, adaptation involves 
ndt so much the fitting of the organi^sm tc^ something external 
to itself, ^but to its oi9n self exteryiali^edj that is to say, it may 
modify a previous environment, and the new environ^^lcnt will 
*thus contain the effect of that action. It willtno* long^ be 
wholly alien, but will include in it the working of t£e organism, 
but ijeparated off fj'om itself. Later that organisrfl n^ay aeel 
a need to adjust itself to its surroundigigs as now constituted; 
but, in so acting? it :l in reality fitting itself to external thfngs 
which are not wholly .alien, but embody in them^ a former . 
activity of th^rganism. 

The industrial organisation, ‘with which tte economist is^ 
concerned, involves an organiser or organisers whose 4inotion 
it is to provide the plan ©r scheme afld also ^o sec thj*t it works. ' 
Into that plan there must be fytl^d^both «nimpj;e and consoious 
agjents* and in animate* tilings. Cither ^fass may be tract^Wft 
or intractable. They may .co-opeiate in tf^ ^enPral plan or 
the}! may^enter into it only*under constraint The Physiocrats 
were in th^ habit speakii^ qf Nature workiifg ^f^th man, 
but^NaiurWit tliat timt# was imther personified. Tjie truth 
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seems to be that^ inanimate forces and things sometimes lend 
themselves to an industrial scheme and sometimes they do nof; 
and, in the latter case, they are only made tractable with 
great difficulty. As a mere speculation the difference in their 
behaviour might be explained by a theory of monads of varying 
degrees of affinity to man, or in other ways. In principle, the 
co-operation of the human agenits in a scheme of production 
should be harmonious, if we postulate that each is free to enter 
upon it or not, as he pleases. If, on the other harfd, they are 
assigned to their work by forces outside their own control, they 
may be expected to fesist, since their labour will tend to become 
in essence forced labour. Their freedom as human beings has 
been taken from them and, unless they sink to a merely sentient 
existence, they will strive to assert it, even ijf only by chafing 
against the bonds which they feel are confining them. It is 
only possible that thii^ resistance should be avoided, if all were 
satisfied with the wisdom and beneficence of the power which 
assigned them to the special task which they were called upon 
to perform'.' In tlid actU|il world of tOfday neither of the t^Vo 
conditions, just descA'bed is fulfilled* exactly. The great 
majorityrof people are certainly not assigned a definite ‘task 
uporf rigofoiAi conditions as to the kind of work and the* 
place where* it is to be carried on. Buf,^ on the other side, 
freeMoni i^' not perfect. It is limited i;i »many directions, 
sometimes by want of «e^irly opportunities, sorpetimes by the 
choice made once for all by pavents. Hf»Yicc it often happens 
« that the subordinate hupan elements in the (Mrrying*out of a 
scheme of produ(;tion only ^co-operate imperffictly. The im- 
^ perfection of Hiis relationshijt gives Vise to another tendency 
^ which if, exceedingly interesting from tjhis point of view. There 
is not only, organisation o^ production*but also organis^ition of 
labour. The faat is plain, bvt#thf idea of it is possibly somewRat 
f)?rplexing froVn the e\^olulibrfary st^^nvfpoint.* We staft wjth 
the conception jOfi'^relatively self-complhte, so-called, industrial 
organisms. But one fijnction of these^ namely the febour, 
sets up jn ir^dependent dfganisacrionpf iti* o\yn. • In its initial 
form thj^ was ^simple and int^?lligible, where, for ^istance^t the 
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workers in one organism formed an organisation of tlieir own. 
but under modern conditions find a great extension, whereby 
the workers, not only in a whole* trade, but also in several 
trades, form an Organisation to protect their interests; while, 
at^the same time, they continue to discharge their original 
functions in the productive organisation to which thej/ belong. 
This development constitutes a species of giddy dance of^ bio- 
logical categories. Functions split off from the primary organ- 
ism assumb new forms and yet remain in their original milieu. 
And the situation is further complicated by the complementary 
organisation of yet another set of functions, cutting again 
across the conception of the productive organism, in so far as 
employers again organise to resist the pressure of those they 
employ. When one considers the essentials of the situation 
it may be conjectured that the conception of industrial organ- 
isms seems to be on the way to paii> into another which 
may eventually absorb it. Way it not be that •there will be 
a development towards a *liomogeneous organisation of each 
f?Lctor in production >*/hich dischan;es aity rclatifely distinct 
function— such for distance, as ^rgaflisation of enterprising 
abihty, waiting, the bearing of risk and so on^ The idea of an 
* extended federation of industries m the same tra%' and'of ‘those 
in allied trades seej^s to ])oint in this direction • This would 
ultiipately result ^t least in appearance, in a fe\^f very farge 
organisations^ each fighting for thi^ mamienance of its own 
function, and ttiat ^o the, apparent detriment of the (^th(T 
functioiTs. Th(% productive organisn^s would seen] to be in- 
process of trjTff^formation int(^ distributive yrganisms. But to 
continue the biological fiietaphbr, there may Tint oi]Jy be a^ 
extensive character in ojganisatioy, it may become fis^jparous : 
at a certain stage, miftor functions may*break gff from the 
ofganisation in which they w^Td iormei^ coatained and .form 

a ne\^ one of tlieir ow».^ This VouldTie almos^^i inevitabla,^5r 

• •• • ^ • 

it is difficult to see hoV these mdnster or^^an^ations could be 

formed apd continue^without in the end causing a grav» restric- 
tion of thew freedomi of t^e raenjberi^. The lattej- wcyild be in 
daijger of discovering thtt they* had bartered ^hejr j^erty for 



io8 Organisationt Rz-orientated, 

< . r 

what turned out to be no more than a mess of pottage in the 
scheme of dikribution. 

Further, unless the natidn is to be completely industrialised, 
the organisations, which have just been discussed, will never 
contain all the people. Therefore behind them there still remains 
the State. What is to be its relation to industrial organisation — 
will the close connection of war-time 'continue or will there be 
a reversion to some stage varying between the discontinuity of 
the middle 6f the ni‘neteenth century and the somew^nat queru- 
lous attitude of the first decade of the twentieth? In the first 
period the State airrftd at playing the part of an Epicurean god, 
in' the second at being a human providence — and neither with 
any great success. Centraliiation, und'er a democratic system, 
means devolution by successive stages ; and wartime experience 
points to the conclusion that organisation becomes more and 
more entangled in a labyrinth of committees — the career of 
which may recall the sharp saying of a writer during the Civil 
Wars, namely that these bodies are' bona pentura^. 

Nor are Eiese the unly p^ossibilities. |t is not only a questioU 
of the State controllingundustry, but alsd the converse one of 
industry qr of a group of industries exerting an undue influefice 
upon' policy. tThis seems to be a case in which we have been ' 
affected, especially sin^,e the war, by German methods. It is 
now* believed that the Prussian bureaucracy \yas successful in 
directing commerce towards large national ends. This in effect 
was'che neo-mercantilism which ^ourishec^duffng the years of 
.the spiritual decline of Germany. It may be^ good* maxim 
“fas cst et ab hoste doceri,’\,but, in this resped.-; our aftitude 
may 'be judged* to be more than a 'little illogical, since the 
Jundamqntal cause of conflict has been the different and irre- 
concilable ideas of Jiving;' and, at the core of the German 
systepa, which w^ repiKiiate, h^s peen the denial of the British 
c6rtc^ption of ^personal 'freedom through a system of ’over- 
elaborated olga^is,ation. Granted ,);hab we are not a logical 
race, it jyould probably surpass even our capacity for ^digesling 
contradic^lon^^ to wage a war^at^an enornyous expj^nditure of 
^ C. Wicker, Relations atM Observ^ilons, 1650, p. « 
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life and treasure in order to be free to lead our own Tives, and 
!hen when the struggle was ended to accept voluntarily a great 
part of that very conception of lit^ing against which we had 
waged war. To do this would be, in the graphic phrase of an 
old writer, '‘to fight our liberty into slavery.” It is true that 
nations have done even stranger things than tliis, but the 
example is not one which cays for imitation. 

The primary idea of industrial organisation was productive, 
then it st^med to veer towards a growing em[>hasis upon 
distributive conditiorTs and to that it is possible that ends of 
State-poli(^ may be added. In the bioloigical reference there 
is implicit something of a teleological reference, and it is rt'ot 
out of place to ask what is the e»d of industrial elabdration. 
The simple creed of Adam Smith with its belief in ” the invisible 
hand” solved all difficulties by finding the greatest common 
good in the free play of that division o^ labour which we now 
call organisation. At the moment we think %nore of the 
” hidden hand ” tfian of " tlib invisible hand,” showing a shifting 
erf the point of view ^hence may follow*actual *:tion which 
will have importari commercial and social consequences. 
A xery few years ago most economists, if they had b^e^ forced 
somewhat reluctantly to define the end of organisation, would 
have found it either in the more efficient production, or possibly 
in tlje more equitable distribution, of wealth. But, %^n, ftiere 
IS the sceptical query how far docs o^anisation in ite modern 
developments ^fffeef either end in reality? Attention* has 
already*been dr^wn to the segregation of functions which may 
be coqceive(^rf» tend towards a]j internecine .'truggle. This, 
however, is not to be taken* without furtlier* enquiry as an 
absolutely disadvantageous sfate. There are some j^orrps o1 
activity which only retch their nfaximuiji effectk.when they* 
cAcounter resistance. Accordjdgly, it mty at Jeast be imagined 
that industrial cw:tivit%is of suet % nattife that internal friejt^A, 
or even strife, is conduciye to progress ipsfearf of *being a 
resfr<ynt ^upon progress. *No doubt to tlTe manager^who is 
fresh from^a fruitl<^s discusjioij witJi the reprefenfhtive of a 
Trade Unlcr^ or*to the Labour Itader who has recentfy met an 
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intractalfle employer this may appear a far-fetched and baseless 
abstraction. ' Each conscious a^ent who takes part in the carry- 
ing out of a scheme of production is apt to consider his function 
as being the whole or representative of the whole of the process. 
But when that process is considered in its entirety and each 
function is relegated to its proper place, it is at least conceivable 
that a nioderate amount of intei:nal' friction is stimulative in 
the end. While that view is maintainable, there are reasons 
against its hnal acc^sptance. Assuming even that & moderate 
amount of resistance is required to call forth the best activity, 
that is likely to be^ifound, during as long a period as one need 
cdhsider, in the resistance which some of the forces of Nature 
will continue to offer to bei».g harness^ to the service of man. 
The added resistance, arising from defective co-operation and 
often positive hostility amongst the human factors, represents an 
unnecessary hindrance^which, as it seems to me, must inevitably 
hinder progress, whether it be conceived over a moderately 
long period or over a very long orie. fhis is clear as regards 
the former, 'ibut not» perhaps altogether as regards the latter. 
Might it not be argued tkat, ^s functions become effete, a certain 
amount of internal disturbance is required to free the industiial 
orga^ism^ of them? It is true that external conditions would 
serve the ^me end eventually. Competition means the 
rembval'’bffdying or dead methods. But coi;npetition may be 
conceived' as exerting ifs full force in the world of atomic, 
indunirial organisms, where each was rela^ivel^ free to survive 
or perish as the fates, as evolution, ordained. B^at if thepossible 
trend of organisation, not ac/rording to firms btrt 'according to 
industrial functions, be a possibility, it is obvious that competi- 
tion wil^ be limited. The scale upon which it operates will be 
« immensely ^enlarged, but iis working will be slow anch much 
less flexible. It would prodpee not changes but revolutions. 
Urt;der these cipcumstandes newi adjustments ii> these few large 
organisms should ^come by mutual internal adaptations from 
within, ^effected not by violence, but by co-operation. .. 

Then thert is the otherv alternative already outlined, namely 
that these overgrown organisations wW be thertiseljjies unstable. 

^ I rf) 
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Should they succeed in establishing themselves, tlfeir very 
magnitude may bear within it the seecfs of* dissolution. 
Megalomania appears to have extended from the dream of 
power and wealtji to that of social arrangements. It may 
well be questioned whether it can develop in such a manner 
as to include efficiently within it the diversified temperaments 
and abilities of a people with^racial individuality, whilh again 
is the germ of initiative. Standardised humanity, which* has 
been the dseam of some sodial idealists, is not onlyM delusion ; 
but, if it were possible in this country, it would be that evil 
form of slavery which conquers the mind hf a subtle education 
begun froit! the earliest years when the victims - for victims 
they would be —were ui able to re^st. 

So far the biological conception of evolution may lead us, 
but beyond the result becomes an impasse. It may be that 
at present this is as far as the available information, even when 
helped liberally by speculation, can extend. Buttit is at least 
worth attem^ in^'an envisuging of the situation apart from 
same entangling implications in the terminology w# have been 
using. It appears thjt* there are twrf bjndamental facts in the 
situation! One is the framing and working out of a plaft which 
» requires to use both human and natural agent|. ‘Tbo other 
is that the human co-operation is not wholly vohfitary ; and 
groups of these ageftts, while continuing to perforrr^tfieir fesk 
in th*e scheme of production, unite with others, whosedntcrests 
are similar, aftd '^his association ma>^ impede the executioi of 
the original plan of production— as for instance in the case of 
a strike or logout In fact there afe two different kinds of 
relations belonging to the saW people aifd jvhich may be 
antagonistic, as in the case of Syndicalism As already^hiqted, 
this cig:ting across lin^ of economic divisioi! m^. increase* 
fujther with new kinds of asfsociation# And, if* the State 
becomes directl}/ invtlfed, tl\% centn^*of gravity suffers# a 
raBical change. The cji^^^en carnet be disjo(?iat*d fi'om his 
ecor^mic activities, and stM*l less the econoffiic* activitigs from 
the citizen. The huffian industrial /fnit is held#to*need the 
care of ^h» ’stated in *some* of !iis industrial relations, as in the 
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case of fhe Factory Acts or of Labour Exchanges. During the 
war experience has shown that all the belligerent States ha^e 
exerted very large measures of control over industry, commerce 
and credit. No doubt there have been special reasons which 
have made this course inevitable or appear to have been in- 
evitable. It is a usual experience that Governments are slow 
to relinquish authority which yiey 'have assumed even tem- 
porarily^ And what complicates the future position is that 
this relationship of <he State to commerce has at leact two sides. 
On one of these, new limits to individual initiative are imposed. 
The State lays do\^o new conditions which must be taken into 
account in the framing of industrial plans. But on the other 
han(f, the intervention of t^e State is’beheved by many to in- 
troduce helps rather than hindrances. There are industries to 
which its active intervention will bring some advantage. Thus 
a closer relation of tl^ie State to trade would introduce another 
line of cleavage in industrial ass(g:iation. First it would divide 
all those interests which believed 'that ‘they ^secured advantage 
by aid from the State in any form from all the remainmg 
interests. But it migjut bp expected tlyit some of the trades 
and otlitjr bodies which thought they would secure benefit ,trom 
such in-tcfveii^tion would find by experience that they procured 
either oniyo an inconsiderable one or possibly a balance of 
dishdv^}lt{?ge. Hence the non-advantaged interests would be 
reinforced as time wei^t on. Eventually, though not imme- 
diately, a reaction might be expected; (j^ndf after the tide of 
State-action in relation to industry had flowed stiongly, it 
would later begin to ebb. I,t would follow tha^lvi time, though 
possibly after a considerable time, State-action would diminish. 
Toampeh should not be made of the control of industry during 
the war, because when the circumstai)^:es are examined closely, 
it n)ay fairly be cont«lnded th^t it is not so much the State that 
♦hUs taken over certain iVidustri^s, as t^At' certain functions of the 
great publichdepaptments have been dekgated to representatives 
of the^e industries, under certain broad principles mutually agreed 
upon. 1\ is*too soon yet to propounce upon the. consequences, 
both direct and indirect, but ther^ are disadvantages which 
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have already begun\o reveal themselves for those \yho Ae able 
to dook beneath the surface. Further, the spScial peculiarity 
of industry during a period of Tiostilities must be carefully 
noted. At a vast r\umber of points it must be subservient to 
efficiency in the waging of war. Some trades supply the forces; 
others have to be limited because their ramifications are 
dangerous, others are checked J)y a withdrawal of labour to 
augment the army or by a reduction of raw materials in tlie 
interests of n^^tional endurance’, others again nnist be eilcouraged 
as a means of aiding irf the rectifying of the Exchanges. It 
would seem that all this would pass away sooii’after the declara- 
tion of peace^ But that may or may not happen according to 
circumstances. If it be tha general desire to re-establish civfAife 
as soon as possible and as (piickly as possible, all th(' interferences 
of the State with trade (which have just been described) ought 
to be abandoned, not indeed suddenly, but^vith the least delay 
which is compatible with as easy a transition as can <:)e effected 
from war-conditions* to 'fx'aco-conditions. That is one alter- 
native, but there is another. It may be^ that foldings of 
hostility against the lat^ enemies wiU ou.yast actual war, and 
at the^ moihent this appears to be not im})robable. ^n* that 
case, commerce will continue to retain some of i^s tva^^time 
organisation. It will be militant not missionary; anjd, to that 
extent, it will be dii*ected by political and not by ^frictfy 
economic aims. It follows necessarily that in these activities 
it would be in cft)si>rel.'j^ionship with the State. * 

In the ;ninds of many this whole question is represented 
exclusively as o’ACiiJf tariffs. But it ^ vastly greater than that. 
The regulation of foreign •comSi«rcc by nioans^ of customs 
duties is only one aspect — and tli*^it not the most important*— 
’of the action of the Stat*;* with regard to comrnerce* -What 
really is ’most important is the rdjntal attitude^ The forn\pr 
one was individualisBc, iif ^^6 far as %iu\\ dii^ihet industrial enti^ 
ende*avoured to do the best’ll could for itself byjtj ov^n powers. 
If it apcjpts and relies upon *State-assistance it must pa;^ the 
price in a certain sacrifice of inHiative/in balance.* Sf^te-aid 
to some industries hi ay giv^ scope Jor larger schemes a^d for 
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greater project^ but it can only be to the detriment of all the 

remaining trades in which, the tendency will be towards a 
limitation of enterprise! The fundamental problem will be 
the extent to which industry will barter its freedom for State- 
assistance. Curiously enough the answer seems to be ^deter- 
minedi more by psychological than by purely economic con- 
siderations. During the last Quarter of a century, in spite of 
almost endless disappointments, there has been a growing 
disposition to rely upon the State. This seems* to be mainly 
an attitude of mind. It may be in part a reaction against the 
^extreme and alriiost anarchical individualism ^ of the third 
qujirter of the nineteenth century. Also the administration 
of public departments hrfs been greatly improved, and it would 
be illusory to apply much of what early economists wrote about 
governmental action to that of the present day. Yet behind 
all this, one seems discern traces of a certain national fatigue, 
which is 6y no means indispdscd to^cas^ some of its burdens 
from its shoulders on the proverbial broad back of the State. 
Here, more than^ ever,^ one longs for some charm that v^ould 
wre^ the secret whi^h thra future holdf Will the new national 
spirit be more energetic and self-reliant than the old? ‘Will it 
come'with^a sense of power, and a desire to be self-sufficient? 
^r again' will it discover some means oi uniting the general 
and the*individual interest, without the siicrifice of the .freedom 
and initiative of thedatter? The causes wh^h will make the 
eventful decision are already^ coming if.to existence, but as yet 
it is impossible to detect the character and more ‘jDaiticularly 
the power whiqh each wiK e\^rt in the finarTcsult. , 

What tlten is the conclusion to which the various aspects 
o'f the previous discus3iQ,n lead or^is any conclusion possible $ 
Although no single precise answer cin be given, certalh elements 
df a statement m^y perhaps* be discovered. In the firsf’place 
the , prevalent idea of indfistrial ^p^ganisaition seems to, miss 
certain part? df the trutK through ^ome of the implications of 
evolutionary theory. ^ Progress is considered rathen ftdm the 
outsvie, and the forifi of <3tatem,ent if better adapted to the 
bioloj;ic 2 ^’ conception of affimate but non-intel^enl exi 4 stences, 
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than to that of the effort of man with his consciousness, will and 

reason. Thus we obtain somethijig of a life-history of the in- 
dustrial system, but we seem to be ir/ danger of failing to find 
its soul. We are ahown a mere process when in fact, as it 
seems to me, we are faced with a problem. That problem is 
not mathematical, physical or biological, but at once igtellec- 
tual and emotional. From* one^ point of view it embodies the 
ceaseless striving of man to express himself in the work of his 
mind or of hl« hands. If he is organised in the old Gfeek sense 
of being a mere instriim’ent, used as a tool by another, then so 
far his daily toil is something that not or^y neglects but is 
even alien t^ his humanity. Thus there is a lack of harmony 
in the human factors which co-operat(*only partially in a scheme 
of production. The problem of the future will be the harmon- 
ising of this discord. Man is on the way to master inanimate 
things, but hitherto the failure has been^in treating human 
beings too much like things. iMan’s place in industry is not 
to be mastered but i% provide free and willing service. Speciali- 
satmn of industry has specialised skill and al: the saftie time it 
has gone far towards eliminating int|rest»n the actual product 
of any large scheme of production. In this respect the master- 
ctaftsman of the Middle Ages had a marked adv|intag«? oter 
»the artisan of to-day. ^The armourer, thc/nason orihe silver- 
smith |;iot only took^a pride in his work, but he mark^ it with 
his sign. Individuality of skill has beenjost in the complexity 
of mass-productioA 'Jhus the problem will be to complete 
specialisation by giving it a soul. Our^industrial organism is 
as yet barely lfdl5*alive, to reach it§ full devejopment it ipust 
devise means of securing t4ie harmonious co-operatidn jDf t*hc 
full mental and physical energies of all the specialised Ijiimen 
functions*in production. IVs it is ffi^fn stanejs againjt tlature 
with the better half of his powers unused, t^causc he is divided 
against himself. 

And so one sees the vision o£ what Hie work of»t|j^e v^rld might 
be. Indjistnal production at present has no common mind^only 
hands. It h^ yet “tg fme^its^f’i in ^e sense of ^&isf(^vering 
it is not aMife^^ process bui something much mcne Jha^ that. 
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In order tc^feacli its full development, it must succeed in awaken- 
ing a general consciousness with a common will. Each worker 
requires to contribute his own special skill and at the same time 
to recognise it as a part of the whole which he thereby aids in 
producing. As Man in industry becomes reconciled to hijnself, 
it wilk be possible for him to advance to a degree of control 
over Nature which will be mucK greater than that of the present. 
Thus thej-e is a possibility of external things becoming in some 
dim future not merely tractable but ev^en malleable to the mind 
and the will of i^an. 

, This, it may be said, is economic Idealism. An(^ one ventures 
to ^^ay why not ? Is it not a mean view of economic study to 
confine it to classifying and analysing phenomena, without 
endeavouring to see where its generalisatiorjc appear to be tend- 
ing ? The physical scientist points out where the things with 
which his ^special sfudy is concerned are either not used or not 
used to the best advantage, ^l^ay got tJie economist try to 
show how in our jjresent system much of human power is simply 
waste material? According to most* of the thinking that has 
long cbeen prevalenlf thif'' may seem (o be a reversal of the 
econorfiic point of view and to be almost revolutionary!’ But 
if the coQctusions be well founded, and if it is recognised that 
yierq^s^a’ great prdblem confronting o^r whole industrial life,^ 
we should be more than half-way towards the solution. In 
few cases is the sayi^ig of Hesiod that tlje beginning is half 
tlie whole, more true^; and, /.ike othe? practical problems, the 
solutioiT may prove teasier than the mer^ recoghition that 
there w(i% a problem for Which a solution was required. When 
the tKne comes and that solution has been discovered, the next 
genel^tion may recognise^ it as a^new industrial revolution,* 
greater fh^an that o^f the eighjteenth century, for it wilf transform 
^the relation of men»tp meji'YiG’t that^oj men to machines. * And 
I^rhaps \yhw some economic histqfihn confes to write abc'ut it 
all at a later*d3te, he will often ^jpause to wonder why it was so 
lon^'b^foi^ it was notif.ed that so great a need existed? ^ 
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STATISTICS OF SHIPPIlfc DUPING WAR, WITH 

Losses AND THE AMOUNT OF SlilPBUlHIlNG 

• • 


I. 

• 

Ntwiher of Ships, Great Britain and Colonies, 


1792, 1803, 1913. 




Average to 


umbers 'fonngge 

per slijp 

1792 

lh.079 1 , 510 , 1^5 

90 

1803 

20.89-; 2,107.893 

104 


net gross 


1913' 

20,938 12,119,891 I9,C%4,900 

• 

, 932 


II. LosTes of Shfppinif, 1803 to 1814 

2. 

• 

• 

0 Tons 

Tonnage of Ships, 1803 ♦ 

2,107,863 

Ships hi lilt. 1803 to ^14^ • 

I ,o 8 ( 9 ^)t >7 

Increase in Prize ships remaining on the Register^ 

' 2^05 , (>74 



^3.462, 604 

Tonnage of Ships in^iSr 1 ... • 

J, 616, 965 

• - 

Lc'cses and Dedu«Uons 1803 -1814^ 

t 


^ United Kingdom^nly^ 

State J^ipers, Admiralty Records, Secretary’s Department, Misc. 
35 - 1 - 357 - Ticasi^er% Ledger, Greenwich Hospital, High* Court of 
Admiralty^ Misc. 491, 492 , Chalmers, Strength of Great Brtlani , 

Solquhoun, Treatise on Wealth, Power a)fd Resources of the fSriiishJimpirc , 
Porter, Progress of the Nation (1838); Hansard, 1814-1815, Danson, (Jur 
Next VUar, Norman, 1 he Corsairs of T'rarffe ^ ^ 

3 The ifecords of tlie Cu%J:oni House^for 1812 and •1813 destroyed 
by fire, and the shipbuilding for those /e^rj has be?n talgm at the aveniij^c 
of 1811 ard 1814. • • 

^ ^rhis form of statement (w^*ch is the only one possibfc ig the Circffm- 
stances) underestimates the I?>sscs^» since prize ships If retaken by the 
Frenct^orgdestroyed are not counted. Also, if theie \v;is an excess ships 
purchased over ships sold. th*e amount of that ^cess would sv^lKhe losses. 

® I'or th(^ rg^ons siateft in tlfe previous note this figure !s to taken 
as a ingnmum onr«- 
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III. Aizesdake^ from the French and by the French 1803-18^, 
and records of shipbuilding in the United Kingdom ctnd 
the Colonies, » 


Ships built in Great 
^ Bitlain and m the 



French ships 
taken by the 

British ships 
taken by the 


Colonies 


British 

French 

Number 

Tonnage 

jiiSs 

33 

222 / 

1407 

135,692 

1804 

53 

387* 

991 

95.979 

1803 

39 

5'^7 , 

1001 

89,584 

1806 

' 33 # 

5^9 

772 

f 69,198 

1807 

33 

559 

‘770 

68,000 

1808 

49 

469 

568 

57.140 

1809 

28 ^ 

57 ^ 

596 

^ 61,396 

1810 

67 

619 

685 

V 84,891 

1811 

37 

470 

870 

115,638 

106,800^ 

Y812 

34 

^ 475 

’ 8671 

1813 

18 

371 

8671 

106,800^ 

1814 

16 

145 

864 • 

97.949 


IV. Ships f^osecnted as Prize from 1803 to 1807. 

< 

A little further light upon the 'shipping j^ition can be ot^^ained 
from a return to Parliament entitled a “Paper presenteef to the 
House of Ojmmons* respecting Ships prosecuted as Prize during* the 
late War and the Presylt^“ This return only records the name of 
the ver-.el and that of its ccfmmander. Tnc majority o 4 these were 
neutrals'. , There is much duplication. Appaiently the same ship 
rcappe*ars sei^ral times m the list, and in a number of cases mention 
is made of V vessel bepig prosecuted on its second and even its third/ 
ca^tuitif cSome small war-slif^is are include'd, and it appears there 
may ha,ve been English craft charged with trhding with the enemy'^. 
Of the total prosecuted' Hiere are no particuj^ars fts to how many 
w^re actually condemned as pyzes. Thc^Holiowing are the totals 
of the sh^ps prosecuted: 

i8oj 468 

1804 , * ^ 289 

1805 ^ 485 

1806 840 

i8o^ 4869 

f It will be seen from the pfe\<.ous app'gifLh.K tlvit this total was not 
greatl;}/ m e^'ce^>s of the ship? seized aira^ actually condemned by the 
French in the ^ono period. \ 

^ £stiinat3d, 5 Aicounts and Papers, 1808, ix. 173. 

* Tlfj Lord Nehon, prosecute'd ili 18^7, wis likely to, have been an 
English jshij. ^ ^ 
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